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efore you put 
your money to work- 


EFORE you invest a dollar 

of your money in any secur- 
ity, you should ask and receive 
satisfactory answers to a number 
of questions. What are these 
questions? What are the an- 
swers? Our booklet: “Safety 
and 7%” asks the questions, gives 
the answers, and tells you how 
to get a safe 7% yield on your 
money. Write for booklet PA- 
1S. 
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VIRGINIA PUBLIC 
SERVICE COMPANY 


20 Year 6% Sinking Fund Gold 
Debentures 


The company serves 141 communities in the 
states of Virginia, West Virginia and North 
Carolina, with a population of over 228,000, 
with electric light, heat, power, gas, ice and 
transportation. 


The company’s earnings as of December 31, 
1925, show the balance available for interest on 
these debentures is over 3.1 times the annual 
requirements. Price on application. Descriptive 
circular mailed on request. 
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Ask for Circular F-639 


In the opinion of counsel, these Bonds 
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to make them a legal investment for 
Trust Funds in the State of New York. 
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Help Your Friends Get Out of the 95% Class 


Brokers’ records show that more than 95 per 
cent of the speculative buyers of stocks lose all 
or part of their capital either because they buy 
the wrong stocks or good stocks at the wrong 
time. 


Unless one is well informed as to the in- 
tricacies of economic and market conditions it is 
obvious that the chances are better than 9 to 1 
that you will be unsuccessful in your security 
purchases. While we or no one else is infallible 
in judgment, it is a noteworthy fact that our 
recommendations for many years have shown a 
high degree of accuracy. 


The fact that you are a reader of THE 
FINANCIAL Wor _p shows that you realize that 
“Knowledge Is Power” in following out a suc- 
cessful investment program, just as knowledge 
surpasses ignorance in any other field of life. 


It is a strange fact that there are millions of 
people who. are intelligent in most of their 
activities but when it comes to the vital matter 
of providing for their old age they treat their 
surplus capital as if it came from an endless 
stream. 


The subscribers of THE FINANCIAL WorLD 
can render a great service (many are doing this 
right along) by bringing to the attention of their 
friends and acquaintances our investment service. 
Tell your “Safety First” friends as well as those 
speculatively inclined how profitable it will be 
to subscribe. 


You cannot realize the gratitude you will re- 
ceive from those who become acquainted through 


THIS COUPON IS FOR YOUR FRIEND 
WHO IS READY TO SUBSCRIBE 
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The Financial World, 
53 Park Place, New York City. 


Enclosed find my check for $10.00 in full 
payment of your Complete Investment Service 
for one year, which includes THe FINANCIAL 
Wor_p every week, Guenther’s Independent Ap- 
praisals every month, and Free Privilege of 
iia confidential investment advice by 
etter 
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your kind offices with THE FrnanciaAL WorLD 
and its very complete service for investors, in- 
cluding Mr. Guenther’s monthly Appraisals of 
Listed Stocks and the free consultation privilege 
by letter. 


While we, of course, profit by your co- 
operation in getting thousands of new subscrip- 
tions, it is really mutual because we have been 
able to broaden and better our service without 
increasing the price as a result of the tremendous 
increase in our subscription list. For instance, 
a few years ago, we were compelled to charge 
subscribers $10 per year extra for Guenther’s 
Monthly Appraisals. Now these are included 
without extra cost because of our greatly in- 
creased subscription list. 


Another instance of a recent improvement in 
our service is to be found in the June issue of 
Appraisals of Listed Stocks. Be sure to note 
in particular that we now show in these Ap- 
praisals the latest available period earnings as 
well as the complete earnings for 1924 and 
1925. To be able to tell at a glance how much 
a company earned per year in several different 
years and thus far in 1926 will enable you to 
better judge the values of your stocks and those 
you consider buying. 


You graduated out of the 95 per cent losing 
class when you subscribed for THE FINANCIAL 
Wor.p. Won’t you help as many friends as 
you can to get out of this class as quickly as 
possible? Remember we are glad to have your 
friends judge THE FinancirAL Wortp for 
themselves. Acquaintance copies are sent free 
on request without obligation of any kind. 


THIS COUPON ENTITLES YOUR 
FRIEND TO GET ACQAINTED FREE 





Mail This Free Sample Copy Coupon Today 


The Financial World, 
53 Park Place, New York City. 


Please send a free “acquaintance” copy 
of THe FrnancraL Wortp to the address below 
without obligation of any kind. 


Name 








Address 
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The Financial World was established to diffuse the truth about mere has con- 
stantly maintained this attitude, and will continue to de so, confident in its belief that 
as long as it clings to this ideal it can count upon the support of the investing public. 
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The Trend of Things 


May 
May, 1925. 


employment. 
remaining so. 


CAREFUL 
A trade developments thus far in 
1926 can only lead to the conclu- 


sion that business is going ahead on an 


survey of domestic. 


even keel. There is no boom; there is no 
depression. Neither is desirable. As a 
matter of fact business has been good 
since the fall of 1924, and there has been 


Reports of car loadings and bank clearings for the first part of June indi- 

cate a high rate of business activity. Rather complete reports covering 

, 1926, show substantial gains all along the line as compared with 
The business prospect continues favorable; 


Swift absorption of new bond offerings and continued strength in the bond 
market and investment stocks reflect the great amount of capital seeking 
The credit situation continues good with every prospect of 


The longer range prospect is for lower interest rates and 
higher bond prices; 


The French situation continues “critical” and it is doubiful if the newly 
formed cabinet will succeed in getting beyond the compromise stage. 


Eventually the budget must be balanced and inflation brought to an end 
with its painful aftermath; 


Our security markets continue to display a strong tone which is particu- 
larly noticeable in the investment securities, be they stocks or bonds. Con- 
tinued ease in the money markets with a good volume of business and 


neither boom nor depression in sight are laying the foundation for higher 
price levels for investment securities. 


no undue expansion and no undue con- 
traction since then; this is clearly revealed 
in the freight-car loadings since then which 
have (when adjusted to seasonal varia- 
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tions) gone in nearly a straight line. The 
era of hand to mouth buying is still with 
us and promises to continue. This means 
that business cannot get far out of balance 
with production constantly adjusting itself 
to consumption. While there always are 
minor maladjustments in general business 
is active, labor is fully employed and there 
is every reason to expect a good consump- 
tive demand during the balance of the 
year. 


France is passing through another 
“crisis” and the new cabinet will probably 
be no longer lived than its predecessors. 
Caillaux, the new finance minister, pro- 
poses stabilization of the franc at a lower 
exchange level than now prevails. This 
would mean deflation, and that is just what 
the politicians dare not bring about al- 
though it must come eventually. 


* * * 


@ The Business Prospect 
*x* %* 


ECORD car loadings were reported 

for the week ended June 12 and with 
a continued high rate of bank clearings 
the best current measures we have of bus- 
iness activity indicate a high rate of dis- 
tribution and consumption of goods. Re- 
ports for the month of May are now avail- 
able and show a gain over May, 1925, in 
car loadings, bank clearings, iron and 
steel production, motor output, postal re- 
ceipts, advertising linage, new construction 
contracts, coal production, copper produc- 
tion, mail order sales; business failures 
show a decline and so does cotton con- 
sumption. The foregoing rather clearly 
reveals that no business recession had de- 
veloped to the end of May. None is in 
sight for June nor is there a near-term 
prospect of any. Coming into the second 
half of 1926 indications point to a good 
volume of business, especially if the crops 
come through and if new construction vol- 
ume is maintained. 


* * X* 


@ The Railroads 


* * * 


HE May earnings reports thus far 
available indicate a better gain in net 
during this month than that which took 
place in April. Starting with June, net can 
be expected to show the effect of the ad- 
vance maintenance work that has been done 


this year. The most gratifying feature of 
the railroad reports is the manner in which 
transportation expenses are kept down in 
the face of a rising gross earnings. Recent 
reports of the condition of railway equip- 
ment show the best since these reports 
were compiled and about equal to the ideal 
established some years ago, which was to 
be reached by the time the peak fall move- 
ment set in. The car loadings for the first 
half of June and the last half of May 
(which largely make up the June gross 
earnings) are at a record level and gross 
in June is expected to make a new high; 
it is also probable that June net will show 
up relatively well, especially among the 
western roads, where the most pronounced 
gains are now being reported. Railroad 
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merger rumors are now becoming more 
frequent and the consolidation situation is 
discussed in the current issue. While these 
reports will doubtless play an important 
part in speculative price movements of rail 
stocks (before exact terms are made pub- 
lic) and while the decision on the freight 
rate advance for the western roads is of 
unquestioned importance the fact remains 
that on the basis of value, 7.e., the rela- 
tionship between current and prospective 
earnings and current market price, the rails 
as a group are still the cheapest in the 
entire list and this despite the fact that the 
average price is about at the high level 
established earlier in the year and the 
highest price since the beginning of the 
world war. 


* * * 


@ The Credit Situation 


* * * 


HE ease with which new bond offer- 

ings are absorbed and the continued 
strength of the bond market bear ample 
testimony to the soundness of our credit 
situation. There is no near-term prospect 
of any advance in interest rates and the 
longer-term prospect clearly points to 
lower rates. One of the very important 
but incalculable factors making for lower 
interest rates is the remarkable rate at 
which investment capital is being made in 
this country. The other is the prospect 
for a gradual decline in commodity prices 
and a continuance of hand to mouth buy- 
ing resulting in lessened demand for com- 
mercial credit. There are no unwieldy 
inventories to carry and commercial loans 
by banks show about a 5 per cent increase 
over a year ago, or about the secular ex- 
pectation. The credit situation is highly 
satisfactory and promises to continue so. 


* * Xx 


@ The Crops 


* ok x 


oe rains are reported to have 

generally improved crop conditions. 
Numerous important crops are still in the 
making and it is impossible at this time 
to make any definite forecast as future 
weather conditions will be the controlling 
factor. However, there is nothing in the 
present situation to warrant expectation of 
other than generally normal crop condi- 
tions. The importance:of crops is dis- 
cussed by Mr. Gibson in the current issue 
of THE FINANCIAL Wor -p. 


* * x 


@ The Motor Industry 


* * * 


YWEEPING reductions announced by 
Ford and a new four-cylinder “whip- 
pet,” patterned along European lines, an- 
nounced by Willys Overland, promise to 
make competition in the low-priced four- 
cylinder field rather keen during the last 
half of 1926; meanwhile Chevrolet, which 
has contributed so largely to General Mo- 
tors’ current prosperity, is going ahead and 
increasing productive capacity to 1,000,000 
cars yearly. What the outcome will be is 
certainly speculative. The rising standard 


of living may be responsible for smaller 
Ford sales and perhaps Ford, in order to 
keep up volume, will have to come to a 
greater extent to the “style” idea of mer- 
chandising automobiles. 


* * * 


@ Copper Production 


* * * 


ITH a copper productive capacity in 
excess of current needs the tempta- 
tion to overproduce is strong in the indus- 
try. Production shows a fairly steady ad- 
vance over the same months last year, but 
it is possible that consumption has cor- 
respondingly increased. Accurate statistics 
of the amount of copper waiting to be re- 
fined are not available; refinery stocks are 
not excessive. In the meantime the safest 
course to follow in the copper situation 
is to keep commitments confined to those 
companies which could stand a decrease 
in copper metal prices and still maintain 
their dividends, namely Kennecott, Cerro 
de Pasco and Chile. When the demand 
abroad revives so as to bring about higher 
prices these stocks will probably reflect it 
as much as the higher-cost producers. 


*x* * * 


@ The Securities Outlook 


* * * 


HE bond market continues to be char- 

acterized by consistent strength, and 
if this market ever “discounts” anything 
it is forecasting lower interest rates. Price 
movements in the stock market are de- 
cidedly mixed with strength in investment 
issues most prominent. The justification 
for giving the rails first place in our rec- 
ommendations has been amply borne out by 
recent market developments. There doubt- 
less are attractive opportunities in the in- 
dustrial division. However, in this division 
it is difficult to pick them out in advance; 
in the rail division an adequate concept of 
value is possible, but what is more import- 
ant there is abundant data available which 
makes it possible to thoroughly analyze the 
status of individual securities and keep 
track from month to month of the prog- 
ress made. In other words intelligent 
speculation and investment in the rails 1s 
possible. It is extremely difficult in the 
case of other companies because adequate 
data is lacking. In retrospect it is easy 
enough to point out what this or that in- 
dustrial stock has done in the past month 
or past week; but to point it out on af 
intelligent basis before it happens is much 
more difficult, and that is when it must be 
done if profits are to be derived. There 
have been no developments to alter the 
views previously expressed, namely that 
we are in an investment market and that 
future price movements will probably be 
based less on hopes, rumors and expecta- 
tions and more on realities. The sound 
est opportunities on the safest basis (giv- 
ing due consideration to the price level 0! 
stocks generally) are to be found in the 
rails, high-yielding public utility preferred 
stocks, and low-cost dividend-paying cop- 
pers. For investment the preferred stocks 
recommended by Mr. Guenther in the cur- 
rent issue are worthy of consideration. 
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My Income 


« Trend of interest rates is downward. This decline is in response to the 
continued accumulation in the nation’s wealth and it presents a situation 
which is making it increasingly difficult for investors to secure the aver- 
age yield to which they are accustomed; 


@ Some of the causes responsible for this situation are explained with an in- 
teresting comparison between the position of Great Britain before the war 


and America afterwards. 


ilar investment problems; 


The analogy is plain and carries with it sim- 


@ One of the ways to overcome them is pointed out in this analysis by Mr. 
Guenther. Its importance will be appreciated by conservative investors. 


T is becoming increasingly difficult for 
I investors to find sound securities from 

which they can expect the conventional 
income of 6 per cent. I say conventional 
for it has become somewhat of a tradi- 
tional precept with us that money could 
be invested securely on this average return. 
That idea largely resulted from financial 
conditions here. These, however, have 
radically changed within the last ten 
years. Previous to the war we were a 
debtor nation. Since then we have as- 
sumed a creditor’s position and each pass- 
ing year automatically sees our wealth 
pile up. 

Any country that belongs to the borrow- 
ing class, as a nation itself, or its popula- 
tion, is the pleader, not the chooser in 
borrowing capital. In this position it is 
compelled to pay more for money. This 
is the very reason our investors have come 


By LOUIS GUENTHER 


Publisher of THE FINANCIAL Wor_p 


to view a 6 per cent return as sort of a 
yardstick of a commensurate yield on 
their capital. 

More properly, under these conditions, 
from the standpoint of an average annual 
income, embracing a cycle of time, six 





—THE EDITORS. 


per cent could be considered a normal rate. 
If in the interval values became depressed 
sufficiently to enable the investor to in- 
crease his income, the far sighted availed 
themselves of such opportunities to sweet- 
en their holdings. 

Since 1917 our position has been trans- 
posed. We now relatively occupy the place 
in the world of money that Great Britain 
dominated for so many years previous to 
the war. John Bull’s purse was so over- 
flowing with surplus wealth that it became 
necessary for him, if he wished to main- 
tain the conservative role of a discrim- 
inating investor, to content himself with 
an income return of 4 per cent or there- 
abouts, and, when it came to investing in 
his own government consols a_ fraction 
over 2 per cent sufficed him. 

With each passing year what were 

(Please turn to page 833) 

















The 20 Recommended Preferred Stocks 
Shares Times Div. Earned 

INDUSTRIALS § Rating Dividend Callable Outstanding 3-yr. av. 1925 Price Yield 
Atiin Cieabeee nnn aoe ce A 7% cum. 110 165,000 2.7 2.9 109 6.42 
Dg, ren A 8% cum. 120 83,000 i | 8.9 121 6.60 
Gen. Amer. Tank Car ................ A 7% cum. 110 83,197 32 3.4 103 6.80 
SS LETC TO ee A 7% cum. 115 100,000 7.4 7.0 111 6.30 
Se ee A 7% cum. 110 29,170 10.4 13.6 109 6.40 
N. Y. Canners, conv. (no par).... A $6 cum. 110 60,000 sl a3 84 7.14 
Schulte Retail Stores ........................ :h 8% cum. 120 94,250 9.2 10.0 116 6.90 

RAILROADS 
Chicago Rock Is. & Pace. ................ A 7% cum. 105 294,222 1.7 1.9 98 7.14 
Colorado & Southern, 2nd .............. A 4% cum. 100 85,000 8.3 9.4 61 6.60 
Missouri, Kan, & Texas ............ ....... A *6% not 110 258,170 3.3 4.2 91 6.65 
Pere Marquette ......................-.... A 5% cum. 100 124,290 7.9 9.4 82 6.10 
St. Louis & San Fran. ................... A 6% not 100 69,752 13.2 17.1 92 6.55 
St. Louis, Southwestern ................ A 5% not Not 198,937 2.7 2.4 78 6.40 
Wabash A ...... Te ES Ns OD A +5% not 110 692,380 1.8 23 75 6.66 

Pusiic UTILITIES 
Amer, Water Works ..............:-0-0----- A 7% cum. 110 140,500 4.2 3.8 103 6.80 
Electric Power & Light ................ A 7% cum. 110 403,561 oi $2.0 95 7.36 
Hudson & Manhattan ........................ A 5% not Conv. 52,429 6.0 6.8 75 6.75 
North Amer. Edison (no par) ... A $6 cum. 105 200,000 5.5 7.0 96 6.25 
Public Service of N. J. wesc. A 7% cum. Not 265,388 3.2 2.8 107 6.50 
Standard Gas & El. ($50 par)... <A 8% cum. Not 330,000 2.8 3.4 55 7.28 

*May increase dividend. +Participates with common. Estimated. §Guenther’s Appraisal. 
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MONG tthe controlling influences 


bearing on security values and 
prices the _annual products of 
agriculture hold a high position. Because 


it is possible to forecast the probable agra- 
rian production some weeks or months be- 
fore harvest, the views of business men 
and experienced investors and speculators 
are based upon the prospects, rather than 
upon the final records of actual produc- 
tion. The Bureau of Agriculture publishes 
periodical reports of progress during the 
growing season and supplements these 
with weekly weather reports and comments 
on the effects of climatic changes on the 
crops. Many private concerns also gather 
and publish reports, some of which are 
available before the government data is 
made public. Those who wish to examine 
the progress of the crops will have no 
trouble in securing all the information nec- 
essary. 


Effects on Business 


There are some points regarding agri- 
cultural production and its effects on gen- 
eral business and security prices which 
call for particular consideration. The fol- 
lowing comments may be of assistance to 
the investigator who has not heretofore 
given close attention to the subject. 


1—The production of farm commodities 
differs materially from that of most other 
goods in that the increase in the consump- 
tion of foodstuffs is determined almost al- 
together by the secular increase in popu- 
lation. This does not necessarily hold 
good as to farm products which are used 
for clothing or purposes other than food, 
e.g., wool, cotton or flax. But the bulk 
of farm output is represented by wheat, 
corn, oats, livestock, and other things 
which are used as sustenance for the hu- 
man body. 


The consumption of furniture, dwelling 
space, all sorts of metals and materials 
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Basic Principles of Speculation 












NO. 6—CROP PROSPECTS 














crops. 





[ his sixth article Mr. Gibson discusses the all-important 

The article is of particular timeliness because the 
crops are now in the making and the relative importance of 
the various crops is not generally understood. How to select 
stocks based on a crop forecast is also pointed out. 
nomic status of the farmer, the fact that our manufacturing 
activity is making greater gains than our agricultural community 
and the similarity of our position to that of Great Britain dur- 
ing the era that country was changed from an agrarian to an 
industrial one are interestingly discussed—THE Epirors. 
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used in construction and, in short, almost 
everything that represents the necessities 
or luxuries of life is unlimited. The wants 
of man are insatiable, as one will easily 
realize by reflecting on the things he 
would like to have. Most of us have ten 
times as much of the necessities or luxu- 
ries as our grandfathers had, but we can- 
not eat any more than they did. The size 
of our stomachs cannot increase like the 
size of our houses, 


In these circumstances, overproduction 
of foodstuffs, most of which are either 
perishable or subject to deterioration, is a 
more serious economic drawback than over- 
production of other things. An exception 
may be noted in the case of bumper crops 
at home and short crops abroad, but that 
is not the normal expectation. 


The ideal condition in farm production 
is normal crops, well distributed as to 
territory and particular commodities. Over- 
production will cause prices to fall, and 
the farmer will be unable to exchange his 
goods for a fair amount of other goods. 
It has sometimes been contended that the 
farmer is just as well off with. a large 
crop at low prices as with a small crop 
at high prices, but neither of these condi- 
tions can benefit society as a whole and 
the farmer himself is a member of society. 
If the farmer were to receive $1 a bushel 
for 1,000 bushels of wheat he would re- 
ceive about as much money as if he sold 
500 bushels at $2. But this does not work 
out. The most exhaustive study of prices 
ever made—Tooke and Newmark’s History 
of Prices—shows that surplus production 
of no more than 2 per cent will frequently 
bring about a price decline of as much as 
50 per cent, while a shortage of 2 per cent 
may cause prices to advance 50 per cent. 


2—The legislative measures proposed for 
the relief of the farmer are usually eco- 
nomic monstrosities. Any plan having for 
its basis price valorization is unsound, If 
the Congress had passed any of the pro- 
posed bills which called upon the Govern- 
ment to purchase the surplus supply of 
wheat at a fixed price they would have 
fallen into a profound error. The inevit- 
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. is representative: 


able result would have been a great in- 
crease in wheat production and the taxing 
of the public generally in order to pay a 
class for a commodity which would pile 
up and deteriorate in such a way as to 
rapidly decrease its value. The only in- 
telligent measures ever proposed for the 
benefit of the farmer are the plans for the 
gradual and scientific marketing of prod- 
ucts instead of throwing them into com- 
petitive markets in a few weeks. An ef- 
ficient organization of this kind would be 
a good thing for all concerned. 













3—Short crops do not have the same ad- 
verse effects on labor or on general pros- 
perity as does a decline in other lines of 
production. Short crops are usually oc- 
casioned by climatic conditions, or to a 
smaller extent by insect damage or plant 
diseases. Comparatively little change oc- 
curs in the amount of labor employed, A 
mine or a manufacturing plant may lay 
off half its men or shut down altogether, 
but this never happens in the case of prod- 
ucts of the soil. A short crop may actu- 
ally enrich the farmer, but at the expense 
of consumers generally. 















4—Contrary to general opinion, the di- 
rect shipments of farm products represent 
a very small part of railroad traffic. The 
following table showing the percentages 
of all classes of tonnage in the year 1925 
















Freight-Car Loadings Year 1925 


% of 
Total 








Classification No. Cars 




























































































Grain and grain products 2,300,199 4.5 
NN HR a ca 1,635,252 32 
SS SC ene ewe 8,866,392 173 
ae 624,271 12 
Forest Products .............. 3,741,068 7.3 
SE sceatniensin 2,018,854 39 
Merchandise—L. C. L.....13,171,058 258 
Miscellaneous ..............-.---- 18,820,868 368 

Total 51,177,962 100.0 























The railroads may be seriously affected 
by short crops, not so much because of 
(Please turn to page 830) 
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Railroad Merger Stocks 


@ Despite the fact that the Parker consolida- 


tion bill will probably go over until the next 
session of Congress a number of rail mergers 


appear in the offing; 


@ These consolidation plans have in the past 
resulted in advances before details were made 
public and have favorably affected the course 


of most rail stocks; 


@ The mergers in prospect throughout the 
country are outlined by Mr. Hanssen as well 
as the recovery speculative merger stocks 
have enjoyed since the Nickel Plate decision. 


By FREDERICK HANSSEN 


c1aL Worup I discussed the railroad 

merger situation in the light of the 
Interstate Commerce Commission’s decision 
on the Nickel Plate case. 


I: the March 13 issue of THE FINAN- 


It may be recalled that this decision was 
followed by precipitate declines in many 
railroad stocks and especially in the more 
speculative ones which were confronted 
with consolidation possibilities. I pointed 
out in reviewing this highly important deci- 
sion that from a long range standpoint 
it was constructive and I summed up as 
follows: (1) “The whole future procedure 
in formulating railroad mergers has been 
broadly laid down by the Commission. 
First, the merger must be in the public 
interest from a transportation standpoint 
and it may violate the tentative grouping 
of the Commission. Second, non-voting 
stocks and investment trusts are frowned 
upon. Third, there must be negotiations of 
an independent character to establish ex- 
change ratios. Fourth, short line rail- 
roads must be considered, and fifth, it is 
rather clearly indicated that outside hold- 
ings must first be disposed of. 


No Cause for Alarm 

Certainly there is nothing in the fore- 
going to cause the holder of railroad 
stocks any alarm. “On the contrary there 
is everything to cause him great satisfac- 
tion, He is assured that the Commission 
regards it as a duty to see that fair ex- 
change ratios are established for minority 
stockholders, that their voting power is 
hot taken from them and that valuable as- 
sets such as the Erie anthracite holdings 


| will first be distributed.” 


A glance at the tabulation of railroad 
stock prices accompanying this article 
shows that within three months the very 
tails which were the targets for attack 
have practically recovered to their high 
Price of the year. This is a thorough vin- 
dication of the judgment then expressed. 

Now, then, are these stocks still attrac- 
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tive and what progress to- 
ward actual consolidation has 
been made? Let us first 
look into the Nickel Plate 
situation. We find that the } 
Van Sweringens have arranged to ex- 
tend the loan for a year with their 
bankers, that they have been in consulta- 
tion also with the Interstate Commerce 
Commission and further and more recently 
have discussed their new merger with the 
Chesapeake & Ohio minority stockholders 
and with the heads of Pere Marquette and 
Erie. There is only one inference to draw 
from the foregoing as well as from the 
market action of the stocks and that is 
that the Van Sweringen brothers are going 
to try again. In other words a new Nickel 
Plate merger is in prospect. The exchange 
ratios doubtless will be different, the set- 
up doubtless will be different and I make 
the prediction that this proposed merger 
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will also be different from the other in that 
it will receive the approval of the Com- 
mission, 

What other mergers are in prospect? 
There is the Loree plan in the southwest 
to unite Kansas City Southern, St. Louis 
Southwestern and Missouri, Kansas & 
Texas; there is the Missouri Pacific situa- 
tion which largely awaits for its consum- 
mation the pleasure of the board of direc- 
tors and which will include Missouri Pa- 
cific, Texas & Pacific and the several roads 


(Please turn to page 834) 








Baltimore & Ohio 


Market Action of Merger Stocks 








Central R. R. of N. J 
Chesapeake & Ohio 





Delaware & Hudson 





Erie 





Kansas City Southern 





Lehigh Valley 





Missouri, Kansas & Texas 





Missouri Pacific 








N. Y., Chicago & St. Louis 
Pere Marquette 





Pittsburgh & West Virginia 





Reading ies 
St. Louis-Southwester 





Texas & Pacific ............ 





Wabash 





Western Maryland 








Wheeling & Lake Erie 


*Quotations of June 22. 








Jan.-Feb. March *Current 
High Low High 
9534 83% 96% 
305 240 295 
1284 112 1333 
169% 150% 166 
40 22% 36% 
ae 4934 3414 46 
87 754 8936 
471% 32 38% 
40% 27 38 
18134 130 17934 
86 67 94 
Eaisiabe 11936 85 113% 
90% 79 97% 
74 57% 6834 
61% 42% 55% 
52 33% 4936 
165% 11 133% 
32 18 2434 
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q| Chi. Great Western, Pfd.— 


@ Universal Pipe, Com.— 


Iwo Kinds of Speculation 


@ The monthly earnings reports of the railroads form an intelligent. basis 
upon which to predicate a speculation in this group; 


@ The uncertainty of estimates and expectations on the other hand in many 
of our industrial companies are usually unreliable and confusing; 


« A contrasting study of two situations, one in the railroad group and an 
industrial stock bears out the importance of basing speculation on values 


as against rumors. 


tion can be grouped in two classifica- 

tions. One is profitable and the other 
is unprofitable. For the reason that most 
of us are interested in only one of the 
group we will eliminate the latter and de- 
termine what are the factors leading to 
successful operation in the former. De- 
liberation is not needed other than to say 
that one is based on intelligent reasoning 
and the other on hearsay, rumor and chance. 


I: is generally conceded that specula- 


There is probably no more convincing 
method of explaining this than to point 
out two specific cases and by their merits 
judge them accordingly. In the security 
market there is probably no other group 
that has such a general appeal as the low- 
priced stock, and when flavored with spec- 
ulative possibilities it becomes doubly at- 
tractive. Without further comment allow 
me to name the stocks in contrast. The 
first is Chicago Great Western preferred 
arid the second Universal Pipe and Radia- 
tor common. The two stocks have little 
in common other than the fact that neither 
is paying a dividend and both are selling 
around the same price, with what advan- 
tages are to be had favoring the rail stock. 
Universal is selling at $24 and Chicago 
Great Western at $22. Universal has ad- 
vanced from a low price of 135 for 1926, 
an advance of over 10 points, while Great 
Western has been as low as 16%, repre- 
senting an advance at present prices of 
534 points. Universal’s high for the year 
is 2834 and Great Western’s 28. Which has 
the better chance of duplicating these 
prices? Or, putting it another way, which 
is the most intelligent speculation? 


Arriving at Values 

Promising reports have been issued in 
the case of Universal relative to earnings 
for the current year. The business of the 
company consists of the manufacture of 
heating boilers, radiators, pipe fittings and 
plumbers’ and pipefitters’ supplies. New 
construction, of course, plays a big: part in 
the success of the company. Building has 
been holding the pace set in 1925 and from 
the present outlook should duplicate this 
record. Let us see what Universal did in 
the past record year. In 1925 the net in- 
come amounted to $255,932 compared with 
$726,370 in 1924. These profits were equal 
to $3.78 a share on the preferred as against 


816 


By WILLIAM J. HEALY 


$11.36 in the preceding year. In 1924, 
$2.96 a share was earned on the common 
while last year nothing was earned to ap- 
ply to the common. The fact must not be 
overlooked that the company has consid- 
erably more shares of common outstanding 
at present due to the sale of 85,000 addi- 
tional shares in ‘December, 1925. It re- 
quires an amount equal to $473,480 to meet 
preferred dividends of 7 per cent on the 
67,640 shares outstanding. It has been esti- 
mated that earnings for the first six 
months of 1926 will amount to about $400,- 
000. Whether or not this figure is liberal 
or otherwise remains for the actual returns 
to substantiate. But to arrive at some un- 
derstanding of the value of the common 
stock let us presume that this figure is near 
to correct. Going further suppose the 
company duplicates this showing in the 
second half of the year. A net of $800,- 
000 would result. Deduct from this amount 
the $473,480 for preferred dividends and 
the balance of $336,520 applies to the 291,- 


816 shares of common, or a trifle better. 


than $1 a share. This would not appear 
to fully justify present prices not to make 
mention of higher levels. However, satis- 
fying the demands of the speculative pub- 


lic often carries prices beyond the limits - 


of values, and Universal has not been 
neglected in this respect. 

Now in contrast let us look at the spec- 
ulative rail stock, Chicago Great Western 
preferred. First, the earnings reported in 
the first five months of 1926 show a sharp 
increase over those of a year ago. In 
1925, $254,677 was earned in contrast with 
$604,246 in 1926, an increase of 138 per 
cent. This is the more remarkable when 
it is considered that gross only increased 
from $9,320,122 to $9,506,793 in the same 
period although a better increase in gross 
was reported in May. Crop prospects are 
good and current car loadings indicate ex- 
cellent gross return for June. Operating 
expenses are under better control, which 
is demonstrated by the fact that a larger 
gross business has been handled this year 
with less transportation cost. The stock is 
at $22 compared with a high of 323 in 
1925 and a low of 19%. The property is 
in the best physical condition in its history. 

The position of the preferred is inter- 
esting in that there are $40 of back divi- 


dends due thereon and in that it has an 
estimated book value of around $100 per 
share. The improved financial condition 
of the road is reflected in the advance of 
the 4 per cent bonds which have gone from 
64 to nearly 70. It has equal voting rights 
with the common, In 1925 but $1.34 was 
earned on the preferred. If the present 
rate of increase in net is maintained earn- 
ings this year should be around $3 per 
share. On this basis the stock is not 
overvalued at current prices. 


In addition there are two speculative 
possibilities in the situation. Of near-term 
significance is that of an increase in freight 
rates which was discussed in last week’s 
issue of THE FINANCIAL Wor tp; if this 
increase is 5 per cent for Chicago Great 
Western it would mean about $2 per share 
in added earning power yearly on the pre- 
ferred. Of longer range speculative influ- 
ence is the merger position of the prop- 
erty. It is quite probable that a number of 
mergers and more talk of mergers in the 
rail field will develop during the coming 
months. It was largely based on rumors 
of this kind that the stock rose above 30 
in 1925 and 1924 despite relatively small 
earnings. 


Merger Possibilities 


Officials of Great Northern and North- 
ern Pacific in hearings before the Inter- 
state Commerce Commission have _indi- 
cated their willingness to take Chicago 
Great Western’s valuable line, which ex- 
tends from Chicago to Minneapolis, Omaha 
and Kansas City into their proposed merg- 
er. Chicago Great Western is served by 
the same banking interests (J. P. Morgan 
& Co.) that also serve the Northern lines. 

Summing up, the preferred stock ap- 
pears to be in a favorable speculative posi- 
tion because of increasing earnings and 
the rate advance and merger possibilities, 
and because of its present price level sub- 
stantially below the high prices recorded 
in the two previous years when earnings 
were at a lower rate. 

In comparing the two situations it is ap- 
parent in the latter case that speculation is 
based on facts, not estimates or expecta- 
tions. The investor should be guided in 
making his speculative commitments on 
this same basis. 

“Let Values Guide” 
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Securities with High Yields 


@ The outstanding securities of 


Continental are obtainable 
on an attractive yield basis, 
with earnings of the com- 
pany steadily mounting. 


q| Continental Gas & Electric Company 


HE investor who has turned his at- 
T tention to the investment stocks has 

no doubt had demonstrated to him 
the possibilities that were attendant in 
many of the public utility company pre- 
ferred stocks, as outlined in these columns 
from week to week. There are still many 
such opportunities to be had and it is the 
intention this week to point out the posi- 
tion of the securities of the Continental 
Gas & Electric Company, which include 
some of the bond issues in addition to the 
preferred stocks which are obtainable at 
yields varied enough to enable a selection 
as to security and income return according 
to the demands of the individual. The 
income return ranges from a flat 5 per 
cent on the first lien bonds to 8 per cent 
on the participating preferred stock, which 
is amply secured by the earnings applicable 
to it. 


A Holding Company 


A word about the company. Continental 
was incorporated in 1912 as a holding 
company for securities of public utility 
companies. It controls a group of electric 
power and light companies operating in 
four states and in Canada, serving 192 
communities. The companies controlled 
are the Kansas City Power & Light Com- 
pany, Nebraska Gas & Electric Company, 
Maryville Electric Light & Power Com- 
pany, Columbus Railway Power & Light 
Company, Iowa Service Company, Lincoln 
Gas & Electric Company and the Canada 
Gas & Electric Corporation, Continental 
is controlled by the United Light & Power 
Company through stock ownership. It 
might be well to suggest, here, that readers 
of Tue FINANCIAL Wortp would do well 
in reading these studies to make frequent 
reference to the public utility supplement 
which was issued last week, where a more 
complete history of the companies is given, 
and also that of the controlled companies. 
Comparative earnings for several years are 
shown, in addition to ratings on the se- 
curities, which makes it a valuable text in 
Conjunction with the weekly issues. While 
this review covers the record for the year 
Past it can be made of a very timely na- 
ture by comparing with current reports 
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of earnings and developnients in the dif- 
terent situations as presented weekly. 

As an example of this we find in the 
review that Continental showed gross for 
the year ended December 31, 1925, of $23,- 
812,480. The latest report issued by the 
company is for the period ended April 30, 
1926, which shows a comparative figure 
for the twelve months ended that date of 
$25,427,643, against $22,109,956 in the cor- 
responding period of the preceding year. 
This in itself is strong evidence of the 
progress being made by the company. All 
other items of importance are covered in 
like manner, which, when compared with 
the accompanying tabulation, form a re- 
liable basis upon which to judge the value 
of the securities. 

The April earnings after all charges ex- 
cept depreciation show $7,668,013 or total 
fixed charges of the holding company 
amounting to $1,528,197, earned over five 
times, and that combined subsidiary and 
holding company deductions were earned 
twice over. Allowing a deduction of 10 


per cent of gross for depreciation, which 
would be ample to meet the terms of the 
indenture, the balance after depreciation 
would be well over three times the required 
amount, 


Attractive Yields 


As this discussion is primarily for the 
purpose of emphasizing those issues with 
higher than ordinary yield, let it suffice 
to say that the first lien bonds of 1927, 
with a 5 per cent rate, are selling at around 
par, thereby offering a yield of 5 per cent 
to maturity. The refunding 6s of 1947 are 
currently quoted about 102, thereby af- 
fording a yield of 5.75, which has attrac- 
tive possibilities considering the well-se- 
cured issue that it is. The collateral trust 
7s, which are selling around 109, give a 
yield at that price of 6.30 to maturity in 
1954. This latter issue is convertible into 
6-8 per cent participating preferred stock 
at the rate of $100 par value of stock and 
$10 cash for each $100 principal amount 


(Please turn to page 835) 








Oper. exp., maintenance and tax..... 


Consolidated Earnings Statement 
Twelve Months Ended April 30 


Gross. earnings: 25... $25,427,642.94 $22,109,955.65 $3,317,687.29 
13,877,560.60 12,437,883.02 1,439,677.58 


1926 1925 Increase 





Net revenue 
Total int. and div. charges of sub. 


Sldbenecrneibbaiicricteaieiedbedeeceil $11,550,082.34 $9,672,072.63 $1,878,009.71 




















co’s and other prior deductions.... 3,882,069.10  3,622,113.38 259,955.72 
$7,668,013.24 $6,049,959.25 $1,618,053.99 

Int. on first lien 5% bonds, 1927...... 197 944.79 204,166.54 —6,221.75 
Int. on refunding 6% bonds, 1947... 327,672.00 328,022.00 — 350.00 
Int. on collateral trust 7% bds, 1954 242,080.48 374,383.16 —132,302.68 
Int. on secured 614% bonds, 1964. 760,500.00 415,075.73 345,424.27 
$6,139,815.97 $4,728,311.82 $1,411,504.15 

Div. on prior pref. 7% stock.......... 822,208.26 608,373.22 213,835.04 
$5,317,607.71 $4,119,938.60 $1,197,669.11 

Div. on part. pref. 6-8% stock........ 330,366.80 151,099.82 179,266.98 
Bal. for dep. and com. dividends...... $4,987,240.91 $3,968,838.73 $1,018,402.13 
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@ Are they Sleepers P— 


Status of Mexican Bonds 


@ Real progress is being made under the present administration in Mexico 
and from all present indications this country so rich in natural resources 
will continue meeting service on its external debts; 


@ While Mexican bonds have advanced somewhat they are still obtainable 
for about 30c on the dollar and if they repeat the history of Cuba, for in- 
stance, they may eventually reach par. Are they sleepers? 


« How an average return of 26 per cent per annum can be obtained if 
Mexican conditions have been stabilized is pointed out in the following 


article. 


T one time the bonds of the Re- 
A public of Cuba could have been 

purchased for 10c on the dollar; 
subsequently they rose to 100c on the dol- 
lar. This was due to political stability 
and the development of Cuba’s natural re- 
sources. Now a Mexican bond which has 
sold as low as l6c on the dollar can be 
purchased for 30c on the dollar. Will 
Mexico with even greater natural resources 
than Cuba be able to duplicate that coun- 
try’s record? 


Interest to Be Paid 


This week’s statement of Arturo M. 
Elias, financial agent in New York of the 
Mexican Government, has placed the Mex- 
ican bond issues in an attractive specula- 
tive position. Mr. Elias officially an- 
nounced that resumption of semi-annual 
interest payments on that country’s debt 
would be made on July 1 of this year by 
the International Committee of Bankers 
on Mexico, of which Thomas W. Lamont 
of J. P. Morgan & Company is chairman. 

The situation presented by Mexico as 
regards that country’s debt and the pay- 
ment of interest thereon has never been 
a question of whether or not the nation 
was economically able to meet its obliga- 
tions. Mexico is a land of vast natural 
resources. Petroleum is one of the prin- 
cipal industries. The potential oil bearing 
area covers 150,000,000 acres and the oil 
resources of the country are unquestion- 
ably great. This country produces ap- 
proximately 25 per cent of the world’s 
output of oil. 

The great mineral belt of Mexico has 


By RICHARD J. ANDERSON 


produced one-third of the silver existing 
in the world today, and lies in almost its 
entire extent contiguous to points on the 
railway lines. For 350 years it has been 
producing its millions annually, but never 
before so much as at the present time. 
New mines are constantly being discov- 
ered and old ones opened up. Other min- 
erals are mined in smaller quantities, in- 
cluding gold, silver, lead, copper, zinc and 
antimony. A coal region has recently been 
discovered near the city of Juarez, cover- 
ing 1,960 hectares and producing anthra- 
cite. Iron ore reserves are estimated at 
600,000,000 tons. 

Agriculture also is an important indus- 
try. Mexico contains over 30,000,000 acres 
of cultivated lands, 120,000,000 acres of 
pastoral lands and 44,000,000 acres of 
forests. Maize, sugar cane, wheat, cotton, 
henequen, coffee and tobacco are the prin- 
cipal products. Livestock and lumbering 
are also important. 

Changing Administrations 

The difficulty of Mexico has been the 
unstabilized governments which have at 
various times been in control of the coun- 
try, and the revolutions with which these 
governments have been obliged to cope 
with. The Obregon administration first at- 
tempted to bring the country out of a state 
of chaos. Co-operation between the gov- 
ernment and the agricultural and mining 
interests was first effected, and then the 
country’s financial condition was looked to, 
with a view to establishing finances upon 
a better basis. - 

Had it not been for the De la Huerta 
rebellion, Mexico would have been able 


\ 


to resume interest payments upon her pub- 
lic debt in 1923. The funds for this pur- 
pose were on hand and deposited in New 
York when the revolt engineered by De 
la Huerta and his financial backers took 
place and all the work of rehabilitation 
of the Obregon administration was for a 
time jeopardized. This uprising was 
finally quelled, but at a great financial cost 
and when President Calles took office he 
was faced not only with an empty treasury 
but with pressing debts which existed sole- 
ly as a result of putting down the revolu- 
tion. 
Government Salaries in Arrears 

The salaries of the government em- 
ployees were in arrears as a result of the 
revolution, and there were some millions 
of debts to business men of Mexico who 
had come to the aid of the Obregon gov- 
ernment. It was the first task of the new 
administration of President Calles to meet 
these obligations and before the first year 
of the administration had passed this had 
been accomplished. Then the administra- 
tion turned its attention to the task of re- 
suming payment of interest on the public 
debt. 

Negotiations were taken up with the In- 
ternational Committee of Bankers on Mex- 
ico, and an agreement reached which re- 
sulted in the first monthly payment on ac- 
count of interest being made in January, 
1926. This has been followed every month 
since in accordance with the agreement. 

This agreement modified the one entered 
into in 1922 and which provided for the 
resumption of payments due after January 

(Please turn to page 826) 
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Public Square in Mexico City, Mexico 


The Financial World 











rid 





qG. R. Kinney, Pfd.— 


A Preferred with a High Yield 








G. R. KINNEY CO., Inc. 
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1921 1922 1923 1924 
system of mer- 


HE chain store 
chandising has been successfully 


applied to many lines of endeavor 
and the application when accompanied by 
good management has resulted in many 
outstanding examples of the advisability 
of this form of marketing. The rapid 
strides made by the 5 and 10-cent group 
has been an added incentive to broaden out 
the scope of this type and now there are 
few lines of business that have not at- 
tempted to benefit from centralized man- 
agement and the power of quantity pro- 
duction and sales. There are many ob- 
stacles to be met with but probably none 
greater than those to be found in the 
shoe business. To meet them successfully 
and make a profitable business in so doing 
reflects credit upon the accomplishment. 
G. &. Kinney Company has done just 
this. The shoe business at the present time 
is not of roseate hue and such opportunities 
that are offered because of this condition 
are worthy of investigation. When a pre- 
ferred stock that is paying 8 per cent is 
selling for $95 and thereby yielding 8.4 
per cent it is a question whether the adverse 
conditions that now prevail justify such a 
high yield. If they do not, then there ap- 
pears chance of obtaining a security that 
is selling below its value that is based on 
the earnings applicable to the tssue. 


32 Years of Progress 


The history of the company dates back 
32 years when the first store was opened 
in Waverly, N. Y., by the late G. R. 
Kinney on a capital of $1,500. For 23 
years the business was developed almost 
entirely out of earnings, some funds having 
been invested by men who were taken in as 
Partners. In 1917 the business was in- 
corporated with an authorized capitalization 
consisting of $1,500,000 of 8 per cent 
Cumulative preferred stock and 30,000 
June 26, 1926 


@ Because of the adverse con- 
ditions that prevailed in 
the shoe business, securities 
of the manufacturers and 
distributors are obtainable 
on an attractive basis; 


@ Recent reports indicate 
considerable improvement 
in the industry; 


@ Has the corner been turned? 


@ If it has, the preferred stock 
of G. R. Kinney, which is 
selling on a 8.4 basis at cur- 
rent prices, appears attrac- 
tive. 


shares of common. Since that time the 
capitalization has been increased to take 
care of the expansion of the company’s 
business and at present there is an issue 
of 7% per cent gold notes outstanding in 
addition to 54,263 shares of 8 per cent 
preferred and 59,995 shares of common 
stock. 


Remarkable Growth 


The remarkable growth of the company 
is illustrated in the increases in store sales 
which have steadily mounted each year 
until in 1925 the total had reached 
$17,358,610. With the exception of the 
year 1920, when the price of shoes ad- 
vanced to unprecedented levels, these sales 
have shown a steady increase, one year 
over the preceding one. To give further 
emphasis to this growth the following 
tabulation shows the increases in both 
stores and their sales, according to the 
number of years of operation: 


End of 
Years Stores Sales 
ere __ eee See. $ 140,000 
> indatboatoals OE tiabiceete 457,000 
a i aha, 586,524 
BE Neveatienciaial ne 2,932,244 
en EA iste denedasin 9,764,499 
MD * siti as hens MU cichecencshciens 14,107,306 
8 ie BN  siibiblaaite 17,358,610 


In addition to the store sales the six 
factories owned by the ¢ompany have a 
record of increasing sales from $4,309,909 
in 1919, when the first four were acquired, 
to $6,344,418 in 1925. In every year but 
one from 1909 to 1919, inclusive, the profits 
of the Kinney stores have shown an in- 
crease over each preceding year. The 
inventory panic of 1920-1921 was one of 
the sore spots to the industry in general. 
The inventory writeoffs that were necessi- 
tated by that hectic period amounted to 
$1,179,347 and since that time the company 
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resumed its course of rapid progress. From 
a net of $514,725 in 1921 the company was 
able to show in comparison for 1925 a 
net of $1,135,215 or $20.92 a share on the 
preferred stock. This left a balance for 
the common equal to $11.70 a share. 

The natural question arises as to the 
reason for prices that allow for such an 
attractive yield. The position of the shoe 
industry has not been very favorable of 
late. A reflection of this condition was to 
be found in most all allied companies and 
their securities. Trade conditions were not 
of the best and added to this the very 
unfavorable spring weather took its toll. 
The passing of the summer solstice this 
week gives definite hopes of improvement 
from now on from the climatic state, and 
the recent reports of improvement in the 
trade indicate that the corner has been 
turned toward betterment. 


Opens New Stores 


The showing of 1925 was one of general 
all-around improvement over the previous 
year despite the adverse conditions that 
prevailed. The opening of new stores 
while adding materially to the sales do not 
usually find a true reflection in net earn- 
ings until after the first year of operation. 
Considering that the company opened 47 
new stores in the past year, a further im- 
provement in earnings should be evidenced 
from this source in addition to the more 
favorable conditions that are expected. 
While the expansion has been rapid its 
field has by no means been covered with 
the 250 stores now in operation. It is 
anticipated that before the program is 
completed that there will be over 600 stores 
in the chain. 

Getting back to the stock possibilities we 
find that from incorporation in 1917 to 
1921 the preferred stock received regular 


(Please turn to page 832) 
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Miscellaneous Industrials 





American Can— 
Rating “A” 

Based on business during the first six 
months, American Can shipped a larger 
volume than last year, and estimates as 
high as $7 a share in earnings on the com- 
mon stock for 1926 have been made. If 
these are realized, doubtless stockholders 
will be more liberally rewarded. 


American Car— 
Rating “B” 

American Car & Foundry reported a 
sharp recovery in earnings during the six 
months ended April 30, 1926, and for the 
entire year $6.67 a share was earned on its 
common stock, compared with $6.77 in the 
previous year. The company continues in 
exceptionally strong cash position with 
$23,500,000 of cash and government secur- 
ities on hand. 


Armour “A”— 
Rating “C” 

Armour stocks have shown some rally- 
ing power since the announcement of the 
dividend omission on the Class A stock. 
Oscar G. Mayer, president of the Institute 
of American Meat Packers, expressed the 
judgment that profit margin in the indus- 
try would continue to be narrow, but that 
a moderately profitable year as a whole 
should result from 1926 operations. 


General Railway Signal— 
Rating “A” 

General Railway Signal reached a new 
high price during the past week when it 
was awarded a $5,000,000 contract by 
Chicago & Northwestern. It is expected 
that earnings will be more than $6 a share 
in the first half of 1926, with a further 
gain predicted in the second half. 


Greene Cananea— 
Rating “C” 

Greene Cananea has come to life and re- 
ports from Mexico indicate that the com- 
pany has struck some low-grade copper ore 
in two drill holes. It will require some 
additional exploration to determine whether 
or not the new find will prove of value. 


Manhattan Shirt— 
Rating “B” 

Manhattan Shirt reports earnings of 
$1.84 a share in the six months ended May 
31, 1926, compared with $2 a share in the 
same period of the previous year. 
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These reviews written as of Friday immediately preceding date of this issue 
The ratings used in this department are taken from Guenther’s Appraisal of Listed Stocks 


Onyx— 
Rating “B” 

Onyx has been having a good season 
and this company has now retired about 
one-half of its preferred stock. Sales are 
reported to be running 20 per cent ahead 
of a year ago. It is expected that the 
common stock will be placed on a $3.20 
yearly dividend basis next month. The 
Onyx hosiery situation was constructively 
discussed last fall in THe FINANCIAL 
Wor p, when the preferred ‘stock was sell- 








Rating Changes 

Subscribers should revise ratings 
according to the following changes 
in order to bring their Guenther’s 
Appraisal ratings up to date: 
Amer. Sumatra, com............... DtoC 
Amer. Water Works, com..... BtoA 
EL eT BtoA 
Arnold Constable...................... CtoD 
SII cchiceascsnccmuncaigacceciininail A toB 
IG NE ic cicnisecconiencscian CtoB 
Cremeile Bee) nnn. BtoA 
Riec, Belts... CeB 
Greene Cananea........................ DtoC 
See ee rae AtoB 
Kresge Dept. Stores................ DtoC 
ai icc iaatischnaeem BtoA 
I iat calli BtoA 
Tenn. Cop. & Chem................. Bto C 
Oe Pe BtoA 
Va. Car. Chem., com............. DtoC 
I i a atl CtoB 
Baldwin Loco., pfd................. BtoA 
Kresge Dept. pref. .................... CtoB 
nn BtoA 
Warne: Bros. A... Cto D 




















ing around 87 and the common around 30. 
Since then both have enjoyed a substan- 
tial advance. 


Packard— 
Rating “A” 


Preliminary estimates indicate that 
Packard will show more than $2 a share 
earned on its common stock in the quarter 
ended May 31, compared with $1.31 in the 
same period last year. 


Stromberg— 
Rating “B” 
Stromberg reports a larger volume of 
business but smaller profit margin, result- 

















ing in earnings for the second quarter of 
1926 about the same as in the same period 
of 1925. 


U. S. Steel— 
Rating “A” 

U. S. Steel continued near its record 
high price for all time during the past 
week. Reports from the trade indicate 
that operations are gaining as well as or- 
ders for delivery during the second half 
of the year. If steel scrap prices are any 
indication, an upward trend in price is in 
prospect, as scrap advanced from $13 to 
$13.50 a ton in Chicago during the past 
week. 


Willys Overland— 
Rating “C” 

Willys Overland is bringing out a new 
car to be known as the “Whippet.” It is 
a small four-cylinder car patterned along 
European lines, which is expected to de- 
velop a speed of 58 miles an hour. It will 
be a direct competitor of both Ford and 
Chevrolet. 


Youngstown Sheet & Tube— 
Rating “A” 

According to President Campbell, 
Youngstown will make a good earning re- 
port for the second quarter. Profits in 
May were slightly lower than those for 
April, which was the best month in the 
year, but it is expected that June profits 
will equal those of April. The company 
reported $3.60 a share earned on its com- 
mon stock in the first quarter. 





Oils 





California Pete— 
Rating “A” 

Earnings of California Petroleum for 
the second quarter of 1926 are expected to 
show a good gain over those of the first 
quarter when 69 cents a share was earned. 
This is due to the fact that current pro- 
duction is running at a rate of 47,000 bar- 
rels daily, practically a new high record 
and because of the improvement in oil 
prices which has taken place since the 
first of the year, 


eal 
Marland— 
Rating “A” 


President Marland of Marland Oil has 
practically denied rumors of any proposed 
merger of his company with either Union 
Oil or Atlantic Refining. In his judgment 

(Please turn to page 828) 
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is said to have remarked that his most 

important observation of early life 
was the existence of an insatiable appetite 
for railroad bonds on the part of Ameri- 
can investors. During his life, he dryly 
added, he had strived continuously to sat- 
isfy that appetite. 


Ji GOULD, shortly before his death, 


Determining Supply 


Today, however, the capacity of the 
printing presses is no longer a factor in 
the determination of supply, and with in- 
vestment appetite still as keen as ever, it 
is littlke wonder that such issues as the 
$15,000,000 of Great Northern Railway 
Company General Mortgage 4%’s of 1976, 
which have been offered the past week, 
could be floated on a 4.80 per cent basis. 
The general mortgage under which the 
bonds are secured is subject to the first and 
refunding mortgage and one small di- 
visional issue, but over half of the first 
and refunding issue which is outstanding 
to $72,000,000 (closed) is pledged under 
the general mortgage, so that the security 
is partly first lien. There are presently 
outstanding under this general mortgage 
$115,000,000 of 7 per cent bonds due in 
1936 and non-callable to that date, $30,000,- 
000 of 5% per cent maturing in 1952, and 
$15,000,000 of 5’s running to 1973. The 
Great Northern was singularly unfortunate 
in having to refund a very heavy maturity 
in 1921, and as a result was forced to sell 
the $115,000,000 issue of 15-year 7’s, which 
under the provisions of general mortgage, 
the regular financing medium, are non-call- 
able. It is significant to calculate what the 
refunding of these 7’s ten years hence, on, 
let us say, a 4 per cent basis, would mean, 
if translated into earnings on the stock. 
There are substantially 2,500,000 shares 
outstanding, and the saving of 3 per cent 
interest on the General 7’s would mean 
$1.38 additional per share. 


The Northern Pacific likewise was 
forced to sell a large issue of 6’s in 1921 
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(ref. & imp. 6’s of 2047) of which $106,- 
959,600 are outstanding and which are call- 
able only after 1936 (at 110). In the case 
of Northern Pacific, the replacement of 
these bonds on a 4 per cent basis in ten 
years would mean a saving of $1,740,000 
annually or about 70c per share. 


The new Great Northern bonds are in- 
teresting only to a limited number of 
private investors because of their yield, 
but there is little doubt but that their trend 
will be upward over a period of time. 


Interesting Rail 


Another rail issue of interest is the 
flotation in behalf of the International- 
Great Northern, consisting of $6,000,000 of 
first mortgage 5’s offered at 95 and ma- 
turing in 30 years to yield 5.33 per cent 
to maturity. As the issue is callable at 
10214, appreciation is limited to 7% points, 
but even so, the bonds look attractive at 
the offering price. The I. G, N. is, of 
course, controlled by the New Orleans, 
Texas & Mexico and forms an integral 
part of the Missouri Pacific system. The 
prospects of Missouri Pacific over the 
next few years are so clearly defined that 
the position of divisional bonds of this 
type is unquestionable. As “Mop” becomes 
fully rounded out, it and its subsidiaries 
will certainly be able to refund such bonds 
as these on a 4% per cent basis. Since 
the reorganization of the property in 1922 
it has come steadily ahead, and while at 
that time it was necessary to sell its first 
mortgage bonds with a 6 per cent coupon, 
there is little doubt but that the bonds of 
this series will be replaced by lower coupon 
issues. 


These two rail issues have not been large 
compared to the aggregate of new flota- 
tions, though the volume of public utility 
bonds sold has declined sharply from last 
week’s large offerings. The offering of 
Brazilian 614’s has been the most import- 


ant of the week, and should be well re- 
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New 
Offerings 

of the 

Week 
Analyzed 


pes 


ceived with the continued active demand 
for foreigns. The Times averages re- 
flect the great strength of foreign securi- 
ties, every day since June 7th having shown 
an advance in the average price of the 
ten foreign government issues going to 
make up the average which is quoted. On 
the other hand there has been substantially 
no change from a week ago in the aggre- 
gate prices of domestic obligations. 


A review of the more important recent 
offerings follows: 


Public Utility 


$3,000,000 American Public Service Co. \st 
lien 5’s 1942 Series C at 96 to yield 
5.35 per cent. 


This is a growing Insull property made 
up of a number of Oklahoma and Texas 
operating concerns, and while it does not 
now represent the well rounded structure 
of some of the Insull companies, the record 
of growth has been good and net earnings 
of $2,108,908 compared with first lien in- 
terest charges of $973,322 indicate a good 
factor of safety. At present the bonds 
qualify only as medium grade, though there 
can be no doubt of their security from a 
credit standpoint. 


$3,750,000 Portland Electric Power Com- 
pany \st & ref. 5%4’s 1951 at 97 to 
yield 5.70 per cent. 


The record of this company does not 
compare with that of many utilities, due 
presumably to the large amount of: trac- 
tion, but under good management it has 
been coming ahead and interest is being 
earned nearly twice on the total debt. As 
the yield indicates, which is larger than 
that of most recent utility bonds, the in- 
vestment rating is of medium grade only, 
though the risk is not large. The issue is 
callable at 105 to 1936 and at lower prices 
thereafter. 

(Please turn to page 831) 
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A Factor in Profit Saving 


Hl 


ings; outlook for year promising; 


Hi 


devices essential to modern offices and factories; 


¢ 
modicum of risk. 


time, farsighted investors are exercis- 

ing caution and discrimination. The 
reason for this is that the country has en- 
tered an era of the keenest sort of com- 
petition in trade and industry, and stocks 
are judged on the basis of their ability to 
earn a reasonably satisfactory margin of 
profit over a period of time. 


In selecting the capital stock of Inter- 
national Business Machines for discussion 
at this time, the writer has in mind the 
fact that this company is essential in na- 
ture. In other words, 
essential to money 


LT: the selection of stocks at the present 


its products are 
saving, labor saving, 
and time saving. Moreover it is showing 
steady improvement in earning 
which record should be sustained. 

The stock at this writing is being 
quoted at around 46. It pays an annual 
dividend of $3 per share, and has no stated 
par value. At the current price, the income 
yield is about 6.5 per cent. 


power, 


Market Position 


The writer would Shot classify the capi- 
tal stock of International Business Ma- 
chines as a bargain, in the sense that such 
stocks as have been recommended recently 
by Mr. Guenther are bargains. For one 
thing, the yield obtainable is not especially 
high. And, until such time as it becomes 
probable that a substantial increase in the 
dividend rate seems certain, there is no 
reason for enthusiasm about the prospects 
for a quick and substantial increase in 
quoted market price. 

However, considered in the light of val- 
ues, which is the important measure, the 
stock possesses attractiveness for the long 
pull and affords a reasonably good yield 
with a modicum of risk. 


From the standpoint of capital structure, 
the stock occupies a strong position. It is 
preceded only by an issue of bonds which 
is being retired gradually by operation of 
sinking fund. And dividends have been 
paid without interruption on the capital 
stock since 1916, 


In the first quarter of the current year 
the capital stock earned a balance equal 
to $1.31 per share. 


In the corresponding quarter of last 


year there was earned a balance of $1.13 
per share. 


Earnings for the first quarter of this 
year are figured on 750,000 shares now 
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outstanding. Earnings for the initial 
quarter of last year are figured on the 
basis of 578,643 shares outstanding. 

Casual examination of that showing per- 
haps would not be impressive. But, fig- 
ured out, the comparison between the two 
quarters reveals the fact that the company 
in the first three months of this year was 
able to show a gain of approximately 
fifty per cent over the net reported for the 
corresponding period of last year. 

It has been impossible to obtain actual 
figures which would indicate the results of 
operations in the second quarter which 
terminates June 30. But I am in a position 
to say that indications are favorable and it 
is expected that the record of improvement 
will be maintained. 

With prospects of continued gain in 
earnings, and in view of the’ strong finan- 
cial position of the company, it seems logi- 
cal to regard the stock as in favorable 
position for purchase at the present price 
level, That is a long range view of the 
shares. 


International Business Machines is a 
holding company which controls subsidi- 
aries that have a virtual monopoly in the 
manufacture and sale of a wide range of 
time recorders, clocks, scales, and various 
computing and tabulating devices. 

Many of the machines produced are es- 
sential to the modern office and factory, 
especially in view of the necessity prevail- 
ing for maximum efficiency in operation as 
a means to the end of maximum economy 
in production, which in turn opens the 
way to satisfactory profits. 

This possession of a virtual monopoly 
in production and sale, of course, serves 
to enlarge the scope of the company. Its 
market is not confined alone to the United 
States, although thus far the foreign mar- 
ket has not been developed very exten- 
sively. 


However, the foreign end of the busi- 
ness is being given greater attention now 
and, officials state, affords considerable 
promise for the future. Factories have 
been completed recently in France and 
Germany which will take care of Euro- 
pean sales. President Watson, on the eve 
of his recent departure for Europe, stated 
that business across the water is expected 
to prove highly satisfactory. In his opin- 
ion the foreign market of his company 
affords large opportunity for expansion 
and exploitation on a scale that should be 


International Business Machines continues to show haprowentent in earn- 
Company has a virtual monopoly in production and sale of machines and 


Capital stock at current prices affords a fairly attractive yield with a 


productive of substantial profits in the 
future. 


The present company was organized as 
Computing-Tabulating-Recording Co., in 
1911, and was reconstructed under its pres- 
ent title in 1924. Since the time of its 
organization, the record has been a good 
one. Growth has been gradual and sub- 
stantial. Earning power in the past few 
years has been maintained on a basis such 
as to justify confidence in the soundness 
of the enterprise. 

Mention has been made of the essential 
character of the business. This is import- 
ant. Experts agree that the long-pull out- 
look is for continued keen competition in 
various lines of industry, and consequent 
restriction of the margin of profit. A 
company whose products are useful and 
in fact indispensable to factories and of- 
fices in helping to make possible the saving 
of every penny, should possess a compara- 
tively assured future. That is the case 
with International Business Machines, and 
the fact serves to balance to a considerable 
extent the rather small margin of profit 
now ‘being shown in excess of dividends. 
That margin, it is reasonable to suppose, 
will expand rather than contract, in view 
of the outlook for continued improvement 
in sales and also in the company’s own 
methods of production and sales. 


Financial Position 

We now can examine the financial posi- 
tion of the company. As stated, the com- 
mon, or capital stock, is preceded by a 
small bond issue that is being retired grad- 
ually. The issue at this writing amounts 
to $5,481,500. The final maturity date of 
the bonds is 1941, 

There has been considerable addition to 
capital stock capitalization in the past year 
or two, but the records do not show that 
the increase has been disproportionate to 
the capacity of the company for producing 
earnings. The comparison of earnings for 
the first quarters of this and last year is 
evidence on that point. 

The consolidated balance sheet of the 
company as of December 31, last, showed 
an excess of current assets over current 
liabilities of $8,256,769. Cash and call loans 
amounted to nearly $2,500,000. There were 
no bank loans at the close of last year. 

This policy of keeping the company in 
liquid financial position has been a con- 
sistent one and should be taken into con- 
sideration in appraising the value of the 
shares. 
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By THE OBSERVER 


As was anticipated by the real 


Mexico friends of Mexico she has come 
Resumes through with her implied promises 
Interest to the International Committee of 


Bankers by resuming the semi-an- 
nual interest payments on her external obligations. 
For this purpose she has placed with her New York 
bankers $11,250,000, to be paid out to holders of her 
government bonds. 


Not only will this action add increment to all the 
outstanding Mexican bonds but it will have the effect 
of raising the credit of the country to such an extent 
it will increase the value of its property, of whatever 
nature, in the opinion of foreign investors. The out- 
cropping of this action is bound to show itself visibly 
in the trade of Mexico. 


While there is considerable accumulated interest due 
on Mexican bonds, the holders will remain content to 
wait for its payment. The Government has made ar- 
rangements to care for this back interest within a period 
of eight years beginning with 1928. It can so happen 
that the prosperity of which Mexico is capable under a 
constructive administration, may enable her to pay 
what remains even at an earlier date for there is noth- 
ing to prevent anticipating such payment. 


The Mexican people are no different than any other 
nationality. Provide them with the taste of stability 
and prosperity and they will resist all efforts to under- 
mine these foundations on which their peace, comfort, 
and remunerative development are based. It is only 
on instability and poverty that. revolution feeds. Hap- 
pily, this day has passed out of the life of Mexico. 
Through reforms and economies President Calles has 
shown himself a worthy successor of Obregon and 
takes rank with him as a reconstructor of Mexico. 


Congress has declined to take fay- 


The orable action on the Haugan farm 
Farm relief bill as first proposed. That 
Bill outcome was expected because of 


the uneconomic provisions it incor- 
porates. An indirect subsidy to farmers in certain sec- 
tions of the country would have resulted the cost of 
Which the balance of the population would have had to 
stand. 


The sponsors of this class legislation will now place 
its defeat at the door of the administration. In their 
condemnation they even go as far as specifically men- 
tioning the name of its principal opponent,—none other 
than Andrew Mellon, Secretary of the Treasury. He 
has come under their fire on account of his open letter 
to the backers of the Haugan bill in which he incisively 
and with remarkable clarity depicted how it would 


involve the country in industrial and agricultural de- 
struction instead of providing the farmers with any 
real and substantial relief. 


If Mellon’s letter could be placed in the possession 
of intelligent farmers they themselves would soon see 
by reading it, that the methods proposed to bring them 
better prices for their products is unsound. Of its 
working they have already had a bitter taste, though 
the experience may have faded from their memory. 
It was during the war, when President Wilson, in order 
to stimulate production of wheat put a pegged price 
on it: a price so high it encouraged wild speculation 
in farm lands and these inflated values remain today 
the real cause of agricultural discontent. 

We have been outgrowing this deterrent factor 
through the process of returning to normalcy. We 
would quickly fall back again in this ditch were we to 
bolster prices for farm products by any artificial ex- 
pedient. 


It is estimated there are around 


Investment thirty investment trusts now in 
Trusts operation in this country. Consid- 
Growing ering that this English idea of di- 


versifying the investor’s risks only 
recently has taken a firm hold this expansion is im- 
pressive. As our wealth increases this development 
will continue for in principle it is sound. Like every 
other sound financial precept it is here to stay despite 
whatever setbacks it receives through inexperience or 
reckless management. Every new idea suffers from 
such excesses, which good and conservative manage- 
ments will avoid. 


To the lay investor the investment trust acts as a 
sort of guarantee so far as it concerns the exercise of 
good judgment in the selection of proper securities. 
The properly managed trust has at its command the 
best talent obtainable in selecting investments, which 
is not available to the individual investor. 


This is the constructive picture of investment trusts. 
There is also the other side. At the present time they 
are not under any supervisory control. The managers, 
or creators, have free reign regarding the selection of 
securities, their purchase and disposal, so that the 
stockholders of trusts must completely depend upon 
their integrity. This point is not carefully covered. The 
lack of regulation of investment trusts also makes it 
possible for unscrupulous and reckless persons to un- 
dertake such operations. 


At least this leak should be plugged up as tight as 
possible beforehand for as the idea grows in popularity 
with the public the good and the bad will ride into 
favor on this wave. 





Outlook for the Oil Stocks 








@ After giving a rather disappointing account of themselves since 1921 the 
oil stocks have been doing much better marketwise and predictions of a 
further “boom” are being freely made; 


@ The reason for the recent strength in the oils is to be found in the higher 
prices for crude and refined and the mergers that have taken place as well 
as those which are rumored to take place; 


@ Will there be more mergers? Will crude and refined prices continue to 
advance? Are oil stocks well adjusted to the present rate of earnings? 


Should they be bought now and if so which ones? 


stocks developed into great favorites 

with the speculatively-minded public. 
Stocks like Sinclair and Transcontinental 
were skyrocketed to dizzy heights only to 
subsequently fall like a plummet. How- 
ever, since 1921 the oils as a group have 
done nothing spectacular. There were in- 
dividual exceptions like Humble and Mar- 
land and Vacuum, but average oil stock 
prices did not make a favorable showing 
compared with other groups. 


f the post-war inflation boom the oil 


Thus far in 1926 the oils have been do- 
ing better. This was started by the general 
gain in earnings reported in 1925 and by 
crude and refined price advances that have 
taken place during the current year; the 
movement has been augmented by mergers 
and reports of mergers. Will the present 
move result in a “boom” in oil stock prices 
or will it fall away like a number of sim- 
ilar starts in recent years and for the same 
fundamental cause? 


In order to obtain a clear picture of this 
situation a few fundamentals must first be 
considered. The oil industry is just like 
any other competitive industry. Prices 
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are governed by the law of supply and 
demand. The demand for oil has been 
increasing from year to year and promises 
to continue to increase. It is the supply 
side which has caused the vexatious prob- 
lems the industry has faced in recent years. 
In other words in practically every year a 
new oil field of magnitude has been devel- 
oped which upset the statistical position of 
the industry and made impossible a sus- 
tained price rise and larger profits. 


Thus far in 1926 no such field is in 
sight. It may be that the extremely active 
drilling campaign which is now going on 
will develop one; from a longer range 
standpoint it is possible that the South 
American fields will flood the country with 
cheap oil, as the Mexican fields and the 
California fields have done in recent years. 
On the other hand it has been the experi- 
ence of recent years that active’ drilling 
has developed a new field of magnitude, and 
it is well within the realm of possibility 
that 1926 will do likewise. It is the pos- 
sibility of such a field and augmentation 
of production which is the principal un- 
certainty confronting those who hold or 
intend to buy oil stocks. It does not ap- 
pear probable in view of the large sup- 
plies still on hand and the greater efficiency 
of gasoline extraction and the gasoline pro- 
ductive capacity of the country that any 
further advance in crude and refined prices 
can be made and sustained unless drilling 
operations now under way prove decidedly 
disappointing. 


In other words, there is nothing in the: 


present situation to warrant expectation of 
any boom in the industry nor in the stocks. 
As a matter of fact conservative oil mer 
will probably be highly pleased if the pres- 
ent price level can be maintained; it is 
higher than a year ago and should result 
in better profits than a year ago. On the 
other hand oil stocks (generally speaking) 
are also higher than a year ago and face 
the same uncertainty that they did a year 
ago at this time. 


Now about mergers. It is quite possible 
that some more may be effected, although 
the speech of Assistant Attorney General 
Donovan, to the bankers, admonishing them 
that consolidations should not be overdone, 
may have a repressive effect. President 


Marland flatfootedly denied any merger 





for his company during the past week, 
while President Skelly indicated that one 
was in process with his company. Union 
Oil, which earned but $3 a share last year, 
has been spectacularly pushed up and down 
on this or that rumor. It is probable that 
the bulk of the oil mergers that will take 
place in 1926 are now history. 


Now about selecting individual stocks. 
The safest buys are those which represent 
completely rounded units such as Standard 
of New Jersey, Texas Co., Pure Oil and 
Shell Union, Companies which are large- 
ly dependent on success in drilling opera- 
tions, in other words oil production, for 
their earning increases are in a more spec- 
ulative position. When successful as 
Humble and Marland have been and as 
apparently Skelly and Phillips are this year 
the earnings mount. When not so success- 
ful as apparently Simms and White Eagle 
have been this year earnings and _ stock 
prices decline. There is nothing more dii- 
ficult to forecast than the results of drill- 
ing operations and the ability of an oil 
company largely dependent on production 
for its earnings to maintain or increase its 
net. While the favorably mentioned oils 
above represent what in our judgment are 
the best purchases under existing condi- 
tions neither their earning prospects nor 
their relationship between earnings and 
market price are as clearly or favorably 
defined as in the case of the rails, which 
have been constructively discussed in THE 
FINANCIAL WORLD. 





No, Not Always 


RATING service in an announcement 

starts off by the inquiry, “Are Rat- 
ings a Safe Guide.” The answer to the 
inquiry depends on the definition of the 
word “Safe.” If it is intended to mean 
absolute security, then the reply is, “No,” 
in large letters. It would be equally im- 
politic for Bradstreet or Dun to guarantee 
the reliability of their commercial ratings. 


Ratings are ‘intended to reflect the opin- 
ion of securities by qualified experts. They 
can only guarantee care in investigation 
on their own part but they cannot promise 
truthfulness always for those on whose 
reports and statements they must depend. 
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F the rest of 
l Europe could 


settle down to 
the real work of 
reconstruction as 
have Great Brit- 
ain, Germany and 
Austria, instead 
of chasing politi- 
cal blue birds, the 
rehabilitation of 
her economic 
structure would 
proceed more rap- 
idly. The millions 
in gold American 
tourists are pouring into her lap alone 
would make this job easier. Military dic- 
tators are less needed than practical busi- 
ness men. Inexperienced in business, the 
former cannot realize there is less harm 
in imaginary foes across their borders than 
there is in the flight from their countries 
of the wealth of the rich, who fear the 
insecurity that comes from an unbudgeted 
national fiscal system. 











* * * 


ENRY L. DOHERTY is in the City 

of Mexico where he is reported to 
have had several conferences with Presi- 
dent Calles. Doherty entertains some de- 
cided views about the real necessities of 
the oil business, one of which is the in- 
dustry will never really become stabilized 
unless some decided method is adopted 
for the conservation of our natural oil 
resources. He is trying to sell the idea 
to the chief executive of the Mexican 
Republic. As he is one of the world’s 
best salesmen the chances of success favor 
him. At least, it is anticipated that Doherty 
will not return empty handed. He may 
come back with some valuable oil con- 
cessions. 


* * * 


F there is a special place where Baron 
Munchausen ‘would find fertile ground 
for his fanciful yarns, were he alive, it 
would be in Wall Street, which seems pre- 
pared to place credence in anything it hears 
as long as the tale hangs together. If any- 
ne doubts it and wishes proof submitted let 
him read some of the stories finding their 
Way into the financial gossip day after 
day. Only recently two fairy stories were 
circulated to explain the present strength 
of the stock market. One was that the big 
bankers were boosting prices to pave the 
way for another French loan and the other 
Was that stocks were pushed up to convince 
the farmers there was real prosperity in 
the country. 
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RANCE has about as much chance 

of floating a loan in the United States 
with her francs selling at their lowest level, 
and with cabinets changing as frequently 
as sometimes the weather does, as a bird 
has to grow feathers in Hades. She must 
get down to brass tacks. As one of her 
ablest statesmen, Briand, says, France’s 
pressing problem is balancing her judg- 
ment, and to this attainment he is devoting 
all his ability. When she has proven she 
intends to do so, then only will it become 
possible to look to us for any financial 
assistan.e. 

 *- 2 

HE other yarn, that stock prices are 

Leing -Eoosted to conv-nce the farmers 
goed times are here though they do not 
fee. them, explodes like all myths will when 
Higher 
stock prices are unconnected with farm 
staples. The farmer can only see better 
times when his wheat, corn, rye and oats 
sell for more per bushel than he has been 
receiving. It is like telling a hungry man, 
with no money in his trousers, that there is 
plenty to eat. There may be, but not for 
him. Yet such yarns are circulated in the 
traders’ room in all seriousness and these 
sandflies wag their heads as if seeing their 
significance. 


cold analysis is applied to them. 


* * * 


N going after the fly-by-night, put-and- 

call brokers, Attorney General Ottinger 
is performing for the financial community 
a real service and is again displaying an 
unusual insight into the seamy side of the 
financial game. Some of these so-called 
option dealers could not deliver even a 
hundred shares if called upon. Still they 
will sell puts and calls involving many 
thousands of dollars. It is about time that 
the instability of these stock morons were 
shown up and properly checked. Only 
the stout knout of a fearless attorney gen- 
eral like Albert Ottinger can drive them 
from the Street. 

a. 


NLY a few weeks ago I was chatting 

with an elderly business man and 
our conversation eventually turned to the 
subject of investments. “Do you know,” 
he said, “I would be several times wealthier 
today had I retained my original securities.” 
“Why did you not do it?” I inquired, 
wishing to discover his reason. “I was 
too impatient. Whenever I saw a good 
profit I sold.” “You could have bought 
them back,” I suggested, “sometimes for 
less than they cost you.” “That may be 
all true,” he replied, “but tell me whoever 
does go back to the same thing once he is 
out.” I had to concede they were few 
in number. Many investors will realize 
when they canvass their own operations 
that this experience is similar to their own. 

* * * 


HE spontaneous humor which creeps 

out at the annual outing of the Bond 
Club, and is reflected in the Bawl Street 
Journal, which is issued to commemorate 
this event, is indicative that finance and 
those associated with it have in their 
make-up the lighter vein of life cultivated 
to a high degree. 
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our organization to those 
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2, 1923, and which also provided for the 
issuance of certificates to represent the 
arrearage of interest from 1914 to Janu- 
ary 1, 1923. These certificates, designated 
as Certificates “A” and “B,” are redeem- 
able within forty years from January 1, 
1928, but may be purchased in the open 
market by the Mexican Government at net 
exceeding par. All of outstanding Certifi- 
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cates “A” must be redeemed before re- 
demption of Certificates “B” is commenced. 
These certificates are currently quoted at 
about 16 per cent of par for Certificates 
“A” and 4% per cent for Certificates “B.” 

The modified agreement, entered into 
October 23, 1925, defers the payment of 
interest due for 1924 and 1925, amounting 
to a total sum of $37,500,000. An arrange- 
ment has been made whereby the Mexican 
Government will liquidate this sum in 
monthly payments beginning January 31, 
1928, and ending December 31, 1935, 3 
per cent interest being paid on the respec- 
tive outstanding amounts during the period. 


The funds derived from the collection 
in New York City of Export and Produc. 
tion taxes on oil pledged specifically for 
the service of the debt and guaranteed by 
the Mexican Government to always reach 
a sum necessary to live up to the original 
agreement of 1922 will be applied in the 
first instance for the payment of coupons 
due after January 1, 1924, in the order 
of their stated maturity dates. 

It can readily be seen that the Mexican 
Government intends to do its utmost to re- 
establish its credit position, and all that is 
needed to accomplish this is a continuation 
of the sane and level headed government 
now in control of the country. 

The Mexican issues dealt in on the New 
York Stock Exchange are the External 
4’s of 1904 (due 1954), External 4’s of 
1910 (due 1945), External Consolidated 
5’s of 1899 (due 1945) and the Treasury 
6's of 1913, originally due 1923 but ex. 
tended to 1933 under the 1922 agreement. 

The issue presenting the most attractive 
speculative possibilities at the present time 
is the External 4 per cent Gold Loan of 
1910. These bonds, together with the Ex- 
ternal Consolidated 5’s of 1899, are secured 
specifically by 62 per cent of the Mexican 
export and import taxes. This security 
will again apply to these bonds after Jan- 
uary 1, 1928, when the 1922 agreement ex- 
pires. The issue is currently quoted at 
about 31 for the £20 bonds and 34 for 
the £100 and £200 denominations. Based 
on present selling prices the small denom- 
inations yield slightly more than 15 per 
cent to maturity, which yield does not in- 
clude the 1924 and 1925 interest, payable 
after January 31, 1928. 

Let us see what the profit in actual 
cash would be to one who purchased one 
of these bonds at present prices and held 
it to maturity, 19 years hence. Assum- 
ing the pound sterling at $4.85, a £20 
bond at 31 would cost $30.07. Interest 
for 19 years at 4 per cent would amount 
to a total of $73.72. To this must be 
added the 1924 and 1925 payments, with in- 
terest thereon at 3 per cent for approxi- 
mately four years, or a total of $8.69. 
Amortization of the discount at which 
these bonds are selling would result in an 
appreciation of $66.93 over the 19 year 
life of the security. Interest payments and 
appreciation, therefore, would amount to 
$149.34, or 496 per cent on the original 
commitment of $30.17; equivalent to 26 
per cent per annum. 

The other Mexican external issues are 
selling at somewhat higher prices, per- 
mitting smaller profit from a speculation 
therein. Compared with the other issues 
the External 4’s of 1910 are selling de- 
cidedly out of line. The 4’s have exactly 
the same security as the External Con- 
solidated 5’s of 1899, which are currently 
quoted at 49. The External 4’s of 1904 
have no specific security whatever provided, 
but are selling at about two points above 
the price of the 4’s of 1910. 

For a long term speculation this issue 
presents a very attractive situation, and 
holders of the bonds will in all probability 
see their patience well rewarded a number 
of years hence. 
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Devitalizing a Surplus 


F stockholders of the Producers & Re- 

finers Corporation who have not ac- 
cepted the invitation of the Prairie Oil & 
Gas to exchange their stock complain over 
what they regard rather drastic treatment 
of their company, they can hardly be 
blamed, for the Prairie Oil management 
has done nothing to smooth away their dis- 
content. Take it or leave it is the attitude 
it has assumed towards the minority stock- 
holders. 


Shortly after Prairie Oil secured control 
of Producers the dividend on the preferred 
was suspended. But this action occasioned 
less curiosity than did the annual statement 
issued by the Producers & Refiners Cor- 
poration. The company’s income account, 
even after providing liberally for deprecia- 
tion, the amount was $1,967,948, more than 
half of the net earnings, showed a net in- 
come of $1,235,797. This was more than 
six times the preferred dividend require- 
ment. 


It is no wonder in the absence of a full 
explanation that the preferred stockholder 
remains unconvinced that there was any 
pressing necessity for the suspension of the 
dividend, 

There is another very puzzling item in 
the company’s annual statement, upon 
which probably Prairie Oil & Gas justifies 
the action it took regarding the preferred 
dividend : the item classified as Adjustments 
of Surplus and Extraordinary Charge Offs. 
In this item was concealed the knife which 
lanced a surplus, stated at $16,147,446 
down to the meager item of $7,102. 


To charge off $10,657,503 on the ground 
that developed leaseholds were overvalued 
to such an extent and to remove from the 
surplus another $5,482,840 for sundry 
losses and reductions in assets was a major 
operation which warranted much more ex- 
planation than was provided in the skele- 
tonized annual report. 


At least the stockholders should have 
been told whether their property had been 
overvalued by their former management 
and proof also furnished to this effect on 
what oil authority this conclusion was 
reached. On these salient facts everything 
is left unsaid, 


In the opinion of the Association of 
American Investors the annual report of 
the Producers & Refiners Corporation is a 
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corporation statement that does not com- 
mend itself since it is so lacking in in- 
formation every stockholder has a right 
to know. 


* * * 


The Judicial Attitude 


T is much easier to tear down than 

it is to build up. The purpose of the 
Association of American Investors is not 
to play the bull in a china shop, nor to 
act the Paul Pry, but to coalesce the in- 
terest of investors into channels which will 
impart a constructive influence in finance 
and corporate affairs. Therefore it is 
absolutely necessary for the Association to 
apply to the problems its members submit 
to it a judicial attitude instead of taking 
snap judgment. 


Some of its members, fortunately there 
are but few, are not of this opinion, judg- 
ing from the tone they assume in their 
correspondence. They seem to consider 
their complaints should at once be forced 
to an adjustment by the Association, ac- 
cording to their own viewpoint, if need be 
by the use of a club, without thought to 
their merit. 


In some instances members wish to use 
the Association as a collection agency, 
which is not included in its functions. This 
type of work must be left where it prop- 
erly belongs—to the legal profession, The 
Association is always prepared to expose 
fraudulent , methods when revealed and 
when it is in possession of unqualified 
legal evidence of such practices. In this 
respect there is a wide gap between sus- 
picion and actual preparation. The investor 
cannot constitute himself judge, jury and 
prosecuting attorney on this question. 


In considering the attitude of corpora- 
tions toward stockholders there always are 
two sides to carefully consider in arriving 
at a final decision. That of the majority 
and the minority. Where action is taken 
with the full knowledge of the majority, 
then in accordance with sound government 
the will of the majority should prevail and 
should not be set aside by a minority in- 
terest. If this could be done it would 
retard all progress in finance as it would 
in any other field of human endeavor. 


In all forward movements in life, pa- 
tience is required to bring about construc- 
tive progress. The organizers of this 
Association, fully cognizant of this fact, 
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Is that a likelihood? 


History shows that the re- 
verse has been true. 


From 1914 to 1919 was a great bull 
cyele. Industrials advanced on the 
average 65 poiats. But in the same 
period the railroads declined more than 
10 points. 


Two different sets of factors are now 
governing the rails and industrials. The 
factors of 1914 to 1919 have been re- 
versed. Will the rails remain stationary 
while industrials decline, will industrials 
remain stationary while rails advance, 
or will we have side by side a big bear 
market in the industrials and a big 
bull market in the rails? 


One of the most important analyses 
ever issued by McNeel’s Financial Ser- 
vice is contained in its latest Bulletins. 


A request will bring it free. 
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(Illinois Central System) 


5% GUARANTEED 
COMMON STOCK 


An investment in the Common Stock 
of Vicksburg, Shreveport & Pacific 
Ry. Co. receives regular dividends at 
the rate of 5% per annum and has be- 
hind it not only the earning power of 
an important portion of the strate- 
gically valuable “Vicksburg Route”— 
now an integral part of the Illinois 
Central System—but also the guaranty 
of the Illinois Central R. R. Co. that 
the dividends will be regularly paid. 


We own and offer, subject to prior 
sale, a limited amount of this guar- 
anted stock at the market. 


To yield about 5.10% 
Write for Circular No. 1714 
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wish to impress it once. more on its mem- 
bership, as well as further with the state- 
ment that it does not purpose to hinder the 
movement it is engaged in by hasty con- 
clusions. For, as stated in a_ previous 
paragraph, it is so easy to tear down when 
its object is to build up a closer communion 
between stockholders and corporations by 
assuming a judicial attitude toward both. 


* *« * 


Central Leather’s Plan 


HE bankers who propose to re-adjust 

the capital structure of Central 
Leather intend to ask a committee repre- 
senting the common and preferred stock- 
holders to sit in one of these conferences 
and advise with the directors. That is to 
say, their views will receive proper con- 
sideration. 

The idea is an excellent one and displays 
a proper spirit, but so far exposes but one 
weakness. In looking over the composition 
of the two stockholders’ committees it is 
made up principally of members of stock 
exchange firms, directors of the company, 
and banking houses. 

Either of these committees would be 
considerably strengthened were it to in- 
clude several independent stockholders, for 
then it could be said they would be repre- 
sentative of the varied financial interests 
in the company. 

While it is not contended that the exist- 
ing committees will not act in good faith 
towards the large body of stockholders by 
being forehanded, nevertheless any basis 
of criticism of any proposed readjustment 
plan would be more completely removed. 

This would be an excellent suggestion 
for Central Leather stockholder members 
of the Association of American Investors 
to offer the president of their company. 
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the outlook for the oil industry is good 
and based on present indications he esti- 
mates that Marland should earn more than 
$10 a share in 1926, 


Phillips Petroleum— 
Rating “B” 

Phillips Petroleum got into new high 
ground during the past week. The com- 
pany’s production at present is running at 
a rate of 40,000 barrels a day compared 
with an average of 33,000 in 1925. 


Standard Oil of N. J.— 
Rating “A” 

President Teagle, on an inspection trip 
in the Mid-Continent oil fields, gave out a 
rather optimistic statement regarding the 
oil industry, pointing out that consumption 
of gasoline had increased 19 per cent in 
the first four months of 1926 and that in- 
roads have been made on accumulated 
stocks. Whether or not the present price 
level can be maintained will largely de- 
pend upon results of the active drilling 
campaign now under way. If a new field 


of magnitude is brought in, it may have 
the same effect as other such fields in the 
past have had, namely to reduce the price 
of oil and adversely affect the trend of oil 
stocks. 





Railroads 





Atlanta-Birmingham— 
Rating “D” 

Atlanta, Birmingham & Atlantic rail- 
road was sold to bondholders for $4,500,- 
000. Minority stockholders are protesting 
this sale, which will result in acquisition 
of the road by Atlantic Coast Line, and 
have filed a brief with the Interstate Com- 
merce Commission, If they are not up- 
held by the Commission the common stock 
will apparently become worthless. 


Gulf, Mobile & Northern— 
Rating “C” 

Common and preferred stocks of Gulf, 
Mobile & Northern reached new high price 
levels during the past week on reports of 
a possible merger with Illinois Central. 
Earnings have been showing up relatively 
well and the road is continuing to reduce 
accumulated dividends on its preferred 
stock. 


Kansas City Southern— 
Rating “B” 

On reports that the Loree merger in the 
Southwest was making progress and ac- 
companied by a good earning report for 
May, Kansas City Southern developed 
market strength during the past week. Net 
in the first five months increased about 30 
per cent over the same period last year and 
earnings of between $6 and $7 a share on 
the common stock are indicated for 1926, 


Louisville & Nashville— 
Rating “A” 

Louisville & Nashville declared an extra 
dividend of 50 cents a share along with a 
semi-annual dividend of $3. The road is 
in a position to pay substantially more as 
the current dividend rate is being earned 
slightly more than three times over. It is 
possible that a merger with Atlantic Coast 
Line will first be effected. 


Norfolk & Western— 
Rating “A” 

Norfolk & Western showed another re- 
markable gain in net earnings in May, and 
a similar report is expected for June. The 
road promises to earn in the neighborhood 
of $20 a share on its common stock in 1926. 
On this earning record Pennsylvania could 
afford to guarantee $10 dividends, which 
would make the stock worth $200. 


Pennsylvania— 
Rating “A” 

All traffic records are being broken on 
Pennsylvania, and loadings for the first 
five months show a gain even over the ex- 
ceptionally high level attained in this pe- 
riod in 1923. It appears highly probable 
that Pennsylvania will increase its dividend 
before the close of the year as net con- 
tinues to increase. 
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Pere Marquette— 
Rating “A” 

Chairman E, N. Brown is quoted as 
stating, after a conference with the Van 
Sweringen brothers regarding the Nickel 
Plate merger, that as far as he could 
make out ideas as to exchange ratios for 
the new merger were not fully matured. 
Meanwhile Pere Marquette is continuing 
to report excellent earnings. 


Reading— 
Rating “A” 

Reading railroad stock advanced into 
new high ground during the past week. 
Reports of a merger with Baltimore & 
Ohio were again revived. It is probable, 
however, that this railroad is now in a 
position to increase its dividend. The 
second preferred stock of Reading, which 
at the option of the company is convertible 
one-half into first preferred and one-half 
into common, also advanced. As New 
York Central and Baltimore & Ohio own 
70 per cent of the second preferred and 
practical control of the voting stock, it 
might be to their interest at some future 
time to bring about this conversion. 


Rock Island— 
Rating “B” 

Rock Island net thus far in 1926 has 
been smaller than that for 1925, largely 
due to heavier maintenance outlays. Earn- 
ings for the last six months are expected 
to show a remarkable gain due to much 
better crop conditions. An increase of 
around 70 per cent over 1925 in winter 


wheat is forecast in the territory Rock 
Island serves. 


St. Louis & San Francisco— 
Rating “A” 

St. Louis & San Francisco common ad- 
vanced during the past week. The com- 
pany’s earnings are holding up well and 
based on results thus far around $15 a 
share should be earned on the common 
stock in 1926. The company also holds 


500,000 shares of New Mexico & Arizona - 


Land, which are carried on its books at $2, 
but which at current market prices are 
worth around $7,000,000, or about $15 per 
share of its common. Four test wells are 
now being drilled on this land. 


Southern Pacific— 
Rating “A” 

Southern Pacific, which has been report- 
ing progressive gains in net earnings dur- 
ing the past ten months, reported another 
gain in May. Operating expenses are un- 
der better control and the road should 
soon benefit by earnings for its ambitious 
expansion program, It appears to be only 
a question of time before the dividend rate 
will be increased. 


Wheeling & Lake Erie— 
Rating “C” 

Wheeling & Lake Erie preferred and 
common stocks became strong and active 
at rising prices during the past week. Net 
earnings for the first four months showed 
a gain of 21 per cent over those of a year 




























Solving Your July 
Investment Problem 






F COURSE, every investor has his 
own particular problem, and securi- 
ties which are suited to the needs of one 
person may be unsatisfactory to another. 


There is one investment, however, 
which is suited to practically all 
classes of individual investors. This 
investment is—the Straus Bond. 


Combining safety, the attractive 
yield of 5.75 to 6.25%, diversifica- 
tion, and a free and steadily broad- 
ening market, they are almost a 
universal investment. 






Straus first mortgage bonds will help you 
solve your July investment problem. 
Call and discuss investments with one of 
our officers, or if you wish, write today for 


BOOKLET F-1613 





The Straus Hallmark on a bond stamps it 
at once as the premier real estate security. 


S.W. STRAUS & CO. 


ESTABLISHED 1882 x INVESTMENT BONDS “ INCORPORATED 

























Srraus BuILpING Srraus BuILDING 
565 Fifth Ave. at 46th St. Michigan Ave. at Jackson Blvd. 
New York CuxIcaco 
- Srraus BuILDING 


79 Post Street, SAN FRANCISCO 


44 Years Without Loss to Any Investor 











Why Not Profit From 
— This Favored Group 


A certain Favored Group of Stocks advanced persistently during the entire 
bull market 1924-25. Its stocks were profit-makers. t the same time, sugars were 
a weak group, also shipping:stocks, coal stocks, textiles. Investors in these groups, 
during the bull market even, lost money. 








The American Securities Service recommended stock after stock in this Favored 
Group. Every purchase showed'a profit. Now—another special report on this Favored 
Group, right up-to-date, is being prepared for our clients. Certain stocks in this 
group are low. This special report points them out. 








Why not profit from this Favored Group? Few extra copies of latest report 
reserved for distribution free. Simply address— 








. *,e ‘ - | 
American Securities Service suite 1037 Corn Ex. Bank Bldg., New York | 
| 











ago, and allowing only for regular divi- share may be shown on the common stock lation of nearly $8,000,000 in back divi- 
dends on prior issues, as much as $6 a this year. However, there is an accumu- dends due on the prior lien preferred. 
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Crop Prospects 
(Continued from page 814) 
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the loss in the volume of outgoing traffic, 
as because of the reduced purchasing 
power of communities and the consequent 
reductions in the return haul of mer- 
chandise or other materials, A railroad 
cannot make money transporting goods one 
way. But, as we have seen, a short crop 
may bring such high prices as to fully 
sustain or even augment the purchasing 
power of the farmer. Even a very short 
crop would not reduce the outgoing haul 
by as much as 25 per cent, but if we use 
that figure as an illustration, the loss in 
outgoing tonnage would represent less than 
2 per cent of total railroad tonnage. 
5—History shows that almost all nations 
gradually change from agriculture to 
manufacturing pursuits. They begin by 
producing all they can raise of corn, wheat, 
rye, livestock, etc., exchanging for manu- 
factured goods such surplus farm prod- 
ucts as they can spare. This important 
transformation has seldom been recog- 
nized in its early stages. Great Britain be- 
came so alarmed over the relative decrease 
in domestic production of foodstuffs in the 
nineteenth century that she erected her 
foolish “corn laws,” which prohibited im- 
ports of wheat or other cereals except at 
very high prices. This legislation was 
supposed to encourage home production 
and make the nation self-sustaining as to 
food. Fortunately, the legislators per- 
ceived the consequences of their error in a 
few years. When, instead of increasing 


the ratio of domestic production wheat 
began to pour in over the high tariff wall 
at about $2 a bushel, they promptly tore 
the wall down. Some of our own legis- 
lators might do well to read the history 
of the British corn laws. 

Anyone who is interested in this phase 
of the subject should secure a copy of 
the “Statistical Abstract of the United 
States” and examine the progress of our 
exports of foodstuffs as compared with 
exports of manufactured goods. The 
tables go back for fifty years or more and 
are too voluminous to be produced in this 
article, but a few minutes of investigation 
will demonstrate in the most convincing 
manner that the ratio of increase in ex- 
ports of farm products has been very small 
as compared with the increase in manu- 
factured articles. That trend will continue 
until, in the fulness of time, we will be- 
gin to import foodstuffs on balance, just 
as Great Britain does now. 


Where Labor Belongs 


Reflection on these points will reveal the 
fallacy of the “back to the farm” slogan 
and the owlish shaking of wise heads over 
the exodus from the farms to the manu- 
facturing centers. Labor gravitates to the 
mills and factories because that is where 
it belongs. If it did not belong there it 
could not find employment there. To send 
it back to the farms would be merely to 
stifle our manufacturing enterprises in or- 
der to preserve and strengthen a less prof- 
itable branch of activity. This does not 
mean that farming is a decaying business. 
Production and acreage will continue to 
increase, but at a gradually decreasing 
ratio as compared with manufacturing and 


the production of raw materials for use in 
manufacturing. It will also be found that 
less and less labor will be required for a 
given amount of agricultural production, 
owing to the invention and use of improved 
machinery and more scientific methods, 

It would not be going too far to say 
that the farmers have been responsible for 
a large part of their own troubles in re- 
cent years, They have followed false gods 
who promised what they did not and could 
not perform. They have indulged in all 
sorts of fantastic experiments, rashly try- 
ing to override indomitable natural laws, 
Worse than anything else they have, es- 
pecially in the Northwest, insisted on 
devoting too much acreage to a single 
crop, to the prejudice of proper diversi- 
fication. The single crop—spring wheat 
—was the one which could be rcaised 
with the least labor, but at the greatest 
hazard. It is gratifying to note that there 
has recently been much improvement in 
this direction and it appears safe to 
prophesy that the Northwest, which has 
for some years been the most backward 
geographical division of the United States, 
will soon make a rapid recovery, and that 
her railroad and other enterprises will 
steadily be enhanced in value. 

It may appear to the reader that these 
comments are more in the nature of an 
economic disquisition than of a discussion 
of the principles governing speculation. 
But an understanding of such subjects is 
necessary if one is to secure a clear gen- 
eral concept of the governing factors. Such 
knowledge eliminates the danger of attach- 
ing too much or too little importance to 
certain phases of the business and financial 
structures which are constantly being agi- 











The United Cigar Stores Company 


of America 


This Company has just completed the first TWENTY- 
FIVE years of its existence. 


It has issued an ANNIVERSARY BOOKLET which we 
will be very glad to send to you upon request. 


Bamberger Bros. 
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tated, especially in our legislative halls. 


During the growing season one may fre- 
quently profit marketwise by examining 
the prospects in various districts and favor- 
ing the securities of railroads which serve 
the most fortunate districts. A general 
crop failure is a rarity in a country having 
such a wide expanse of territory as we 
possess, but it sometimes happens that cer- 
tain districts will do very much better than 
others. For example, the aggregate indi- 
cated crop of wheat may be about normal, 
but the indicated spring wheat crop may 
be very small and the indicated -winter 
wheat crop very large. Obviously, the 
roads serving the winter wheat district are 
in the more favorable position. If the 
price of wheat is high it may overcome the 
drawback represented by the small spring 
wheat crop, but such conditions would 
mean that the winter wheat territory would 
benefit through both the high price and 
the larger supply. In the hypothetical cir- 
cumstances described one would be justi- 
fied in purchasing Atchison rather than 
Great Northern provided always that the 
investigations were made and the purchases 
of securities effected before everything had 
been discounted marketwise. This question 
of discount is a vital one and will be 


touched upon at more length in a later 
article, 


When suggestions as to study and in- 
vestigations of this kind are offered many 
people assume that the work is too difficult 
and time-consuming for the ordinary man. 
This is not quite true. Some research and 
reflection is necessary, but, in order to gain 
a clear idea of the crop prospects and the 
probable effects on the fortunes of differ- 
ent territories and on the values of differ- 
ent securities, only a moderate amount of 
data and time is required. When the dis- 
cussion of “Methods of Investigation” is 
reached, the principal sources of available 
information will be given and further sug- 
gestions will be offered as to the best and 
simplest plan of procedure. 


Epitor’s Note—In the next article of 
this series Mr. Gibson will discuss other 
salient factors bearing on security values, 
such as hand-to-mouth buying, politics, 
mergers, and consolidations, etc. 
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$9,365,000 Ohio Power Company Ist & 


ref. 4%4’s of 1956 at 93 to yield 4.95 
per cent. 


The yield on these bonds is somewhat 
lower than the majority of recent issues 
of similar type, though the company is an 
excellent one with a fine record. The 
Property is located principally in eastern 
Ohio and West Virginia, and is a subsidi- 
ary of the merican Gas & Electric Com- 
Pany, The present set-up shows interest 
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on this mortgage covered a little over 
twice which is the generally accepted 
standard of coverage and it will gradually 
increase with completion of the present 
development and finance program. 


Industrial 


$5,750,000—Montgomery Ward Properties 
Corp. 1st 5’s of 1946 at 9814 to yield 
5.12 per cent. 


This represents an increasingly popular 
type of financing by which real estate 
properties used by important concerns are 
segregated as to direct ownership through 
the formation of a special holding com- 
pany, and leased to the parent corporation 
on a basis such as to provide for interest, 
sinking fund and usually amortization. 
Usually, as in this case, first mortgage 
security is also provided. The credit of 
Montgomery Ward is so high that its 
lease obligations are beyond question and 
hence the bonds possess real investment 
merit, as the parent company in addition 
to its assumption of rentals, agrees to 
meet upon maturity any unretired bonds. 
Speaking generally, rather than specifically, 
the only inherent weakness in this type of 
bond is that in case of financial difficulties 
the lessee can easily be relieved of such 
contracts by court consent. 


$3,500,000—Schulco Company, Inc. Guar- 
anteed 6% per cent Mortgage sinking 
fund bonds at 100 to yield 6.50 per 
cent, 


This is the same type of bond as the 
Montgomery Ward issue, but in addition is 
guaranteed by endorsement as to principal, 
interest and sinking fund by the Schulte 
Retail Stores. At the present time the 
credit of the parent company gives the 
issue investment merit, and the stability 
of the tobacco trade is a favorable factor. 
The future of the company is also bound 
up, however, in the success of its real 
estate projects, the success of which com- 
pared with past favorable results, cannot 
yet be determined. 


Foreign 


$25,000,000—U. S. of Brazil 6%4’s, due 
1957 at 90%4 to yield 7.25 per cent. 


The specific security back of this loan is 
a first charge on income and invoice taxes, 
together with a junior charge against gov- 
ernment taxes following the claim of the 
8 per cent bonds sold in 1921, and a similar 
claim on import duties subject to two 
sterling issues and the 8 per cent bonds. 
Not long ago Dr. Winkler described at 
length the economic improvement shown in 
Brazil, and expressed optimism as to the 
future of her obligations, and in view of 
the favorable outlook and the good security 
backing the new loan, we feel that recom- 
mendation is justified. The cumulative 
sinking fund which will operate fo redeem 
the entire issue by maturity is an interest- 
ing feature as bonds are called semi-annu- 
ally at 100 and interest. The yield, there- 
fore,. based upon the average maturity 
(151% years) would be 7.55 per cent as 
compared with 7.25 per cent to 1957. The 
issue is non-callable except for sinking 
fund, 








WHAT’S COMING 
THIS SUMMER? 


As in 1923, the stock market this year has 
confounded the majority. 

Like three years ago, the late winter and early 
spring, just passed, saw material liquidation. 

In 1923 a marked rally occurred in the late 
spring (as now), only to be followed by renewed 
liquidation and lower prices during the summer 


* months, 


Conditions Parallel Now? 


Can we expect a continuation of similar con- 
ditions this year. Or is the stock market in an 
entirely different position? Is it on a much 
sounder basis, and can a continuation of strength 
and advancing prices be expected? 


These questions are answered, and _ specific 
recommendations made to aid in taking full ad- 
vantage of conditions ahead, in a NEW analysis 
just prepared for clients. 

A few copies have been reserved for FREE 
distribution. 


Simply ask for FWJ-26 
AMERICAN INSTITUTE OF FINANCE 
141 Milk Street Boston, Mass. 











more gas for house 

heating wassold by this 

Company in 1925 than | 
in 1924,andsalesofgas | 
for industrial purposes | 
increased 30.6 per cent | 
over the previous year. 


Write for copy of 1926 
Year Book setting 
forth other interesting 
facts about this Com- 
pany and its growth. 


PUBLIC SERVICE 
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OF NORTHERN ILLINOIS) 


General Offices: 
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Chicago, IIL. 


| 
| 
Serving 6,000 square miles—278 come. 
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HERAT 





Head Office: 
LONDON, E.C. 3. 





Over 1,650 Offices in England & 
Wales, and several in India, 
Burmah and Egypt. 





(31st December, 1925.) ($5=£1.) 


DEPOSITS, &c. $1,.693,355,035 
ADVANCES, &c. $216,653,630 





The Bank has Agents and 

Correspondents throughout the 

British Empire and in all parts 

of the World, and is closely 

associated with the following 
Banks :— 


The National Bank of Scotland Ltd. 
Bank of London & South America Ltd. 


Lloyds & National Provincial Foreign Bank Ltd. 


The National Bank of New Zealand, Ltd. 
Bank of British West Africa, Ltd. 
The British Italian Banking Corporation, Ltd. 
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What Action } 


NOW— 
To Bring Profits 
In Stocks? 


Should you buy securities 
now for rapidly advancing 
prices—or is this distinctly 
a time to keep out of the | 
market? 





A special Brookmire 
Bulletin contains specific 
advice for investors. One 
copy will be sent upon 
request. Mail the coupon. 
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G. R. Kinney, Pfd. 
(Concluded from page 819) 











quarterly payments of $2 a share without 
interruption. The violent decline in prices 
in 1920 necessitated the passing of pay- 
ments in 1922 but they were made up by 
payments of 13 and 11 per cent in 1923 
and 1924, when the business got into its 
present strides. On the common the rec- 
ord is as follows: 1917, $4.00; 1918, $5; 
1919, $7; 1920, $2 and 8 per cent in pre- 
ferred stock, and 1921, $2. The present 
rate of $4 on the common was resumed 
with an initial quarterly payment of $1 
on July 1, 1925. 


With a turn for the better apparent in 








Growth of Stores and Sales 


Store Sales 
$1,069,435.95 
1,336,524.04 
1,805,197.12 
2,496,514.14 
2,932,244.78 
3,346,845.96 
4,524,159.14 
6,529,7 16.84 
8,673,102.96 
9,764,499.19 
11,742,564.87 
ss sesiouail 15,065,297.97 
Saaaeaad 12,249,810.71 
12,329,985.47 
cade 14,107,306.39 
16,315,372.90 
17,358,610.00 


3 Months Ended March 31 
1926 1925 
$3,461,219 $3,337,632 
5 Months Ended May 31 
$6,965,969 $6,832,716 


Year Stores 
1909 
1910 
1911 
1912 
1913 
1914 
1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 




















the business of the company, the yield 
obtainable on the preferred stock appears 
out of line with present money rates. The 
investor having the courage to take hold 
of a situation such as this when the turn 
has not been anticipated in market prices 
has the benefits of an attractive income 
return of 8.4 per cent while awaiting the 
corrective to proper price levels. The 
strength behind the stock has shown better 
reflection in the common to date, which is 
currently selling around $70 a share and 
paying $4 to yield 5.7 per cent. The com- 
pany has accorded fair treatment to the 
stockholders in the past and it is in anti- 
cipation of the improved earnings and what 
they mean to the common stockholder that 
this price maintains. The preferred stock, 
while on the present yield basis, offers 
attractive speculative possibilities with a 
good return and should be given considera- 
tion in preparing mid-year investment pro- 
grams. 
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SOUND BONDS 


Yielding 6% to 614% 
Send for Booklet “F” 
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OIL ROYALTIES 


For Investment or Speculatien 
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PREFERRED STOCKS 


of 
Electric Light 
and Power 


Companies 








Dividends free from 


Normal Federal Income Tax 


Our current list of offerings 
includes several carefully se- 
lected issues in this group. 
The yields range from 6.15% 
to 7.10% 


A copy of this list 
will be furnished upon request. 
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My Income 
(Continued from page 813) 

















Great Britain’s problems during her indus- 
trial expansion prior to the war will be- 
come ours. Our per capita wealth is 
steadily expanding and the national wealth 
increasing by the billions, directly through 
the surplus residue from the individual 
labor of the population and _ indirectly 
through the interest, profits, and dividends 
received from capital loaned to other na- 
tions, enterprises, or individual investments. 
Our annual recovery from our foreign in- 
vestments alone is already estimated to 
exceed a billion dollars annually. 

In brief, such is the word portrait of our 
financial affluence. Where there is plenty 
of anything, it need not be pointed out, the 
cost to the consumer comes down, whether 
it is in the form of wheat, or other com- 
modity, or if it is money, which is just as 
much a commodity. Here is a condition 
that means that interest rates must recede 
for money is in keen competition to employ 
itself in sound and tangible opportunities 
which provide proper revenues on_ its 
1ental, or employment. We have ample 
evidence of this trend to which THE 
FINANCIAL Wortp has repeatedly referred 
since the beginning of the year. 

For this very reason also we may expect 
this favorable situation to continue with 
us as long as a normal prosperity attends 


upon the business of the country. We will 
find it harder and harder to unearth secur- 
ities which can be classified as investments 
of the six per cent grade. Good marketable 
bonds are already well under this figure. 
Real estate bonds, it is true, can still be 
obtained on an average 6 per cent return, 
but even they will tend to decline in inter- 
est rates as our wealth increases. 

How clearly the trend in interest is 
downward is established by an offering of 
general mortgage bonds of the Great 
Northern on a basis not much over 4.50 
per cent. If Great Northern, which has 
passed through a difficult period on account 
of the agricultural depression in its terri- 
tory, can readily borrow money for less 
than five per cent, how much cheaper can 
roads with a more profitable career in the 
past few years obtain their capital; roads 
like New York Central, Atchison, Atlantic 
Coast Line and others. Close observers of 
the trend of money would not want a more 
convincing straw to show them which way 
the wind is blowing. 


Getting Satisfactory Return 


Under these circumstances in which di- 
rection will investors turn to find six per 
cent and relative security? If it will be 
found anywhere and at the same time with 
marketability it will be discovered in the 
more seasoned preferred stocks. The trend 
in this direction has been flowing quietly 
for more than a year, for this is apparent 
in the steady enhancement in market prices 
and the lowering yield. 

Yet, there are still opportunities for the 


conservative investor available among these 
securities. To bring them forth I have 
carefully selected a list of twenty of such 
investments, each one of which produces 
an income in excess of six per cent. 

These selections have been made with 
no thought of speculative enhancement 
other than that brought about by lower 
interest rates and simply to provide in- 
vestors with a guide stick, especially those 
investors who feel themselves in a position 
where their requirements call for at least 
an annual 6 per cent turnover on their 
capital. 

In considering these preferred stocks I 
wish to remind investors of the advantage 
of diversifying their investments. While 
at the present moment the earnings of all 
the companies whose securities have been 
included in my recommendations appear 
stable, no one can forecast the future and 
the advantage of diversification aims to 
spread such risks and reduce it to a 
minimum. 

How this theory would work out in this 
particular instance can be readily illus- 
trated. The purchase of an equal amount 
of each of these 20 preferred stocks would 
provide an average annual income from 
dividends of 6.60 per cent. Should it so 
happen that a contingency arose which 
compelled the temporary suspension of the 
preferred dividend its effect would not be 
so harmful if the investor’s investment was 
ratably apportioned among the entire list. 
By dividing the total annual dividends of 
these 20 stocks, which comes to $128 per 
share, by their number we find the aver- 
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tional years to run. 





Millions For Holders of 
Pont SHARING 


Profit Sharing Bonds originated by the House of Hodson have already paid out over 
$4,000,000 in interest and Profit Sharing to holders and the bonds still have many addi- 








Many purchasers have had considerably more than their entire investment returned and can 
look forward to years of further liberal income without worry. One issue has already 
returned 11932% on par in interest and Profit Sharing to original purchasers. 
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Buy “Shares 
in America” 








$80 





(or multiples thereof) 


will purchase participating owner- 
ship in twenty-four seasoned and 
dividend-paying railroads, public 
utilities, industrials and Standard 
Oils including 


New York Central 
Am. Telephone & Telegraph 
United States Steel 
Standard Oil of New Jersey 


Secured by deposit with Chatham 
Phenix National 
Company, Trustee. 


Bank and Trust 


Average yield over 
six year period 
about 8% 


Send for Circular F. W. 26 
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OUR WEEKLY 
MARKET LETTER 


Deals with both basic and 
technical market condi- 
tions. It will be mailed 
you upon request. 
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ADVANCE 
INFORMATION 
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age return around 6.62 per cent. Now if 
we divide further 6.60 per cent by 20 we 
find the equivalent of .33 per cent each. 
In other words if it should happen one of 
these stocks had to forego temporarily the 
dividends there would still remain the aver- 
age return close to 6.30 per cent. Even 
two stocks could default and the investors 
would still be receiving a fraction within 
6 per cent per annum, 

This example is merely cited to empha- 
size what increased factor of safety is 
attained through diversification. Of these 
twenty stocks all but five of them are cu- 
mulative in regard to their dividends. 
Where this provision prevails it means 
that the preferred stockholders would have 
to receive their preferred dividend in ar- 
rears before payment could be resumed 
on the common shares. 

As interest rates decline holders of pre- 
ferred stock also face the prospects of 
some enhancement in the value of their 
investment, though it may not be much of 
a speculative kind—but this is a secondary 
consideration, 

The 20 preferred stocks which are here- 
with recommended have been culled from 
the three principal industries, industrial, 
railroads and utilities. Each have behind 
them substantial equities. Every thought- 
ful provision has been employed in seeking 
out stability, marketability and expansion 
in the industry. 

Transfer of investments from securities 
already held on a basis producing more 
than 6 per cent is not recommended. The 
list hs been selected more for any addi- 
tional funds coming into the possession 
of investors for reinvestment. 
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controlled by New Orleans, Texas & Mex- 
ico. These may quite conceivably materi- 
alize before the close of the year; the same, 
is true of the Frisco-Rock Island alliance. 
That pretty well cleans up the situation 
in the southwest as Atchison needs no 
more, 

In the central west Northwestern has 
about absorbed the Omaha line; Southern 
Pacific is about rounded out unless the 
Rock Island Frisco is eventually added; 
Missouri Pacific and Western Pacific con- 
trol Rio Grande; Northern Pacific, Great 
Northern, Burlington and Colorado & 
Southern desire to get together and are 
willing to take in Chicago Great Western. 
Union Pacific may eventually merge with 
Northwestern and that leaves St. Paul and 
the Soo line of Canadian Pacific out in the 
cold. That about covers all that can new 
be said about the central and northwest. 

In the southeast it is probable that the 
Atlantic Coast Line—Louisville & Nash- 
ville consolidation will soon go through; 
Southern may absorb some of its subsid- 
iaries and Seaboard Air Line apparently 
wants to play a lone hand. Illinois Central 
has its situation well in hand. In the 
Pocahontas region Chesapeake & Ohio will 


doubtless go into the Nickel Plate merger; 
Pennsylvania of course wants Norfolk & 
Western and also Virginian, There is 
some uncertainty, however, as to the final 
disposition of the latter. 

In the east the situation is highly com- 
plex. The New York Central proposes to 
lease Michigan Central and Big Four and 
when the undivided earnings in these roads 
is added to the system earnings New York 
Central will show around $19 per share on 
its common. In addition New York Cen- 
tral still has Pittsburgh & Lake Erie to 
absorb and Peoria & Eastern. Further- 
more New York Central wants a short 
line across Pennsylvania into which Lehigh 
Valley would fit. The Nickel Plate will 
probably get Erie and Pere Marquette and 
also wants Lackawanna. However, the 
heads of Lehigh and Lackawanna desire 
to stay out. 

Pennsylvania is pretty well fixed but 
Baltimore & Ohio needs Reading and 
Jersey Central and if it can obtain New 
York Central’s holdings in Reading it will 
be in a fair way to round out its system. 
It is possible that the big four in the 
east could have gotten together but Loree 
with his threat of a new short line across 
Pennsylvania to link up with Delaware & 
Hudson, Pittsburgh & West Virginia, 
Wheeling & Lake Erie and Wabash with 
the Buffalo, Rochester & Pittsburgh added 
has upset plans here. 

Under the Transportation Act of 1920 
mergers thus far consummated have been 
largely on leases rather than outright con- 
solidations. However, the Parker bill 
would facilitate consolidations. It has the 
approval of the Commission which would 
be: relieved from formulating a merger 
plan and in its main essentials the railroad 
executives have also approved as well as 
leading business bodies such as the United 
States Chamber of Commerce. It appears 
improbable that the bill will pass the pres- 
ent session of Congress but it should get 
through in the next one; it will doubtless 
have the support of the administration 
which has repeatedly declared itself in 
favor of mergers. Meanwhile such 
mergers as are consummated will prob- 
ably be on a lease basis after a majority or 
substantial voting control has been ac- 
quired. 

It is quite probable in my judgment that 
a number of mergers will be announced 
before the close of the year with those 
most imminent in the southwest. It also 
has been the history of stock movements 
that the upswing occurs before the merger 
is announced. There is unquestionably a 
large amount of speculative ammunition in 
the railroad merger situation. However, 
I have not in any way changed the views 
I expressed at the conclusion of my dis- 
cussion of mergers on March 13 which 
were: “But aside from all merger possi- 
bilities and melon possibilities basing the 
judgment on income return, earning pros- 
pects and relationship between current 
earnings and market price the railroads as 
a group, in my opinion are the most un- 
dervalued stocks in the entire list.” 

“Let Values Guide” 
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of bonds converted. More will be said 
further on about this stock. 

The highest yielding of the bond issues 
is the secured 6%s of 1964, selling for 
about 101%, yielding approximately 6.40 
per cent. This income return is high in 
comparison with debenture issues of other 
holding companies and in the same light 
appears out of line in price. This bond 
cannot be considered as an unsecured obli- 
gation, as it has the pledge of specific col- 
lateral possessing unusual interest and 
value. This collateral consists of approxi- 
mately 55 per cent of the common stock 
of the company, which owns all the com- 
mon shares of the Kansas City Power & 
Light Company, and approximately 75 per 
cent of the common stock of the Columbus 
Railway, Power & Light Company, in ad- 
dition to a substantial amount of preferred 
stock of the same company. This col- 
lateral is of interest from two standpoints : 

1—The earnings directly applicable to 
this collateral (before depreciation) are 
unofficially estimated at approximately 414 
times interest on the 6%4 per cent bonds. 

2—This collateral carries control of the 
two most important subsidiaries of the 
Continental Gas & Electric Corporation, 
which are incidentally two exceptionally 
valuable public utility properties. They 
have a very conservative funded debt, with 
splendid earnings, and real equities for the 
Common shares. It would be impossible 
for the company to give up this collateral 
without disrupting its entire system. 

Purchasers at present levels are well pro- 
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tected, in the event of redemption, by a 
call price of 105, operative until 1959. The 
sinking fund, which has not been a market 
factor up to the present, begins to operate 
October 1, 1926. 

The preferred stocks of the company 
offer equally attractive yields at current 
market prices. The present outstanding 
issues of preferred stock were issued in 
exchange for the old 6 per cent cumulative 
preferred in 1924. The stocks. were ex- 
changed in the ratio of % share of prior 
preference 7 per cent and % share of 6 
per cent cumulative participating preferred 
for each old share. As shown in the sta- 
tistical exhibit the balance remaining after 
all fixed charges, but before depreciation, 
amounts to $6,139,816, as compared with 
$4,728,312 for the twelve months ended 
April 30, 1925: The prior preference 7 
per cent stock is outstanding in the amount 
of 117,588 shares, which, to pay dividends, 
requires an amount of $822,208 as shown. 
After deduction of the equivalent of 10 
per cent of gross for depreciation these 
requirements are earned with a very satis- 
factory margin of about $52.21 per share. 
This issue is currently quoted around $95 
a share, which, with a 7 per cent payment, 
offers a current yield of about 7.3 per cent. 
This issue is preferred over all other stocks 
as to assets and cumulative dividends, is 
redeemable at $110 and dividends, and no 
further stock can be issued unless dividend 
has been earned twice over for the twelve 
preceding. The company has declared divi- 
dends of seven per cent on the prior pref- 
erence issue for the full year of 1926, pay- 
able in regular quarterly installments of 
134 per cent each. At current price and 
yield this stock has attractive possibilities 
as a business man’s speculative investment. 

The participating preferred issue has 
greater speculative possibilities. This stock 
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at around par offers a yield well above 
the average now obtainable in this class 
of security. A dividend of 6 per cent in 
addition to an extra of 2 per cent payable 
in quarterly installments of 144 and % per 
cent was declared on the participating is- 
sue for the current year. On this basis, 
with the stock selling around $99 a share, 
the yield thus obtainable is slightly better 
than 8 per cent. The participating feature 
allows for this stock to share with the 
common after that issue pays 7 per cent 
in the ratio of %4 per cent for each one 
per cent additional paid on the common, 
up to a total of 8 per cent on the partici- 
pating preferred. This issue is outstand- 
ing in the amount of 58,423 shares, the divi- 
dend requirements for which are as of 
April 30, 1926, $330,337 or the equivalent 
of $103.40 per share before depreciation. 

The growth and rapid development of 
this company should find a more accurate 
interpretation of values as translated into 
market prices when the full year’s show- 
ing is made public information. The in- 
vestor who is primarily interested in an at- 
tractive income return with reasonable 
safety can well give consideration to these 
issues with the 6%4s of 1964 for the more 
conservative and the participating preferred 
for the more speculatively inclined, 


“Let Values Guide” 
835 




















For Reinvestment 
of Funds 


We suggest the following 
securities now selling at 
attractive prices: 


BONDS 
FLoripa PowER Lo Yuet 
AND LIGHT 
ist Mtge. 58, 1954. ..... 5.35% 
CoNTINENTAL Gas 
& ELectric 
Sec. 614s, 1964. ....... 6.25% 


REP. OF URUGUAY 
Rut. S. F.6s, 1960... .. 6.25% 


PREFERRED STOCKS 
INDIANAPOLIS POWER 


& LiGut 

er er eeS 7.37% 
Paciric Gas 
& Exectric 

Non-Cal.6%. 1... 2. 6.00% 


Prices and full details upon request 

Send for Circular FW-113 
Fred’k Southack & 
Alwyn Ball, Jr., Inc. 


11 BRoaDWay New Yorx 
Bowtinc GREEN I4I0 


























"QUICKLY BUILDS INCOMES 





XY ‘ 


An enviable income can be 
quickly built by the occasion- 
al purchase of $100 to $1000 
First Mortgage Bonds, se- 
cured by income-paying city 
business property, independ- 
ently, conservatively ap- 
praised at practically 100 per 
cent more than amount of 
mortgage loan. Underwrit- 
ten and protected by Filer- 
Cleveland safeguards. Keter- 
ences: all local banks. Send 
coupon or write for “8% 


AND SAFETY” booklet. 
(Established 1915, Incorporated 1920) 






en a 


‘THE FILER-CLevELAND ComPANy 


1007 Bedford Bldg., Miami, Fla. 








836 





BY C.M.HARGER 
Why an Interest Rate? 


OQ more important problem faces 
N the investor these days than that 

of the interest rate obtainable on 
a sound security. He remembers that in 
war times and immediately after, he could 
buy securities of the highest quality paying 
8 per cent and he looks at today’s market re- 
ports and realizes that that time has passed. 
Even the companies and corporations, and 
even governments, that borrowed on that 
basis have refunded their debts into securi- 
ties of lower rate and are selling these at 
and above par. Interest rates are not 
arbitrarily fixed any more than is the price 
of wheat or corn or cotton. Money sells 
on the market as does any other com- 
modity. It brings for its use what the 
market will bear, depending on the de- 
mand, the abundance of supply and the 
character of the collateral that is back of 
it. When rates are high, as in war times, 
it is because the supply is limited and the 
demand is large. In a section where in- 
terest rates are higher than normal else- 


* where it is usually because for some rea- 


son or other the investor considers that 
section less substantial or less proved in 
its stability than some other portion of the 
country. Other elements enter, such as the 
ease with which the principal can be col- 
lected, the arrangements under the law for 
taking over the collateral, the probable 
demand for the product manufactured in 
the case of a factory, and to a considerable 
degree the personality of the borrower. 


How Change Has Come 

A few years ago the counties and cities 
of the Interior states were borrowing 
money at 6 per cent; before that they 
paid even more. One of the large estates 
of today was made from buying up school 
bonds of the rural sections of the state 
below par and reselling them to eastern 
investors. These bonds bore 7 per cent 
mostly and were bought for 80 cents on 
the dollar. They were absolutely sound 
but there was no market for them in the 
west. Today the school bond sells on the 
market at a price to return a rate of 
about 4.40 per cent. Municipal bonds are 
on approximately the same basis. The 
advantage of being non-taxable adds to 
the attractiveness of these classes in some 
states, though in others the tax on in- 
tangible property is so low as to have little 
effect. Investments in foreign bonds have 
taken millions from this country in the 
past four years. These pay around 6 and 
7 per cent but are taxable both as to local 
assessments and income taxes. The federal 
and joint stock land bank bonds are selling 
at a rate paying less than 5 per cent, but 
they are non-taxable for all purposes. The 








supply of money for these securities paying 
low rates comes from those sources that 
are less concerned with rates than with 
avoidance of surtaxes and desire for abso- 
lute security. That there is equal secur- 
ity in other issues with higher rates is 
true and unless the rate is excessive, com- 
pared with the normal rate for money, the 
adage that the higher the rate the less 
sound the principal does not hold. 

The effect of the supply of money has 
steadily lowered the rate of interest for 
two years. This has applied not only to 
commercial paper and bonds of municipali- 
ties and governments but to the real estate 
securities of which this country holds over 
seven billion dollars. The old-time farm 
mortgage was written at 8 per cent, finally 
it came down to 7 and later to 6 per cent. 
Now over a large portion of the country 
gilt-edged mortgages are being written 
at 5%4 per cent. The variation between 
sections is less than formerly and while 
exceptionally low rates are seen in partic- 
ular sections the average is six per cent for 
most of the farming area, That this is 
likely to go much lower is not probable. 
The handling of loans has become so sys- 
tematized that about the same process is 
followed in west as east, in northwest as 
in southwest. The greatest source of 
supply is the great insurance companies, 
and. they operate everywhere. Naturally 
under such conditions they have a level 
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rate that is not varied greatly anywhere. 
Their average return is approximately 6 
per cent the country over. So carefully 
are these loans made that the losses are 
negligible and the companies hold this in- 
yestment among the best of their opera- 
tions. 


South Leads in Rate 


Southern interest rates are higher on all 
classes of borrowing. According to recent 
statistics the actual average interest rates 
being obtained by Southern banks, cover- 
ing 16 states, is 7.03 per cent. The actual 
mortgage rate is 7.01 per cent while con- 
tract rates show 7.36 and in some sections 
as high as 9.67 per cent, Therefore a real 
estate mortgage bond house or a farm 
mortgage investor that is willing to write 
joans at 7 per cent are in a position to 
choose the best of security and can find 
exceptional opportunity for the placing of 
funds to advantage. The reason of this 
high interest rate is explained by the eco- 
nomic law that interest rates are higher 
in sections most in need of capital, but the 
situation in the South is peculiar in that 
there has been a new business situation 
come since the civil war when it was a 
bankrupt community. Rehabilitation was 
slower than in other parts of the country, 
and the west just being opened up to settle- 
ment was absorbing the bulk of the invest- 
ment funds available. Likewise there was 
a time immediately following the war 
when Southerners were somewhat hostile 
toward northern capital and Northern peo- 
ple and did not encourage either. It has 
been only within the past two decades that 
any large amount of outside capital has 
flowed into the South and even today the 
supply of capital is small compared with 
the South’s latent and natural resources. 
Whenever there is a _ relatively small 
amount of capital to be secured those who 
are securing it have to bid against each 
other for it and hence results an increase 
in the normal and legal interest rates. 


Seek Highest Return 

Much of the outside capital the South 
has in recent years attracted flowed natural- 
ly toward the source of highest return and 
has diverted from the field of rural devel- 
opment and building operations into the 
field of industrial ‘enterprises promising a 
higher return. The development of man- 
ufacturing, especially of cotton products 
and iron, has called for vast investments, 
and this capital has come largely from the 
North and especially from New England 
and New York. Builders and farmers 
have thus been compelled by the force of 
circumstances to pay interest rates that 
equalled those that were available in the 
industrial field. Those who have gone to 
develop industry have found the South 
underbuilt and have asked for homes, 
apartment houses and hotels, while the 
turning of the tide of receration to the 
South in winter has called for vast con- 
struction programs that have also de- 
manded much capital. All these elements 
have entered into the fixing of a higher 
rate for the South than in other parts of 
the country. Eventually the standard level 
will be reached, but not until there is a 


June 26, 1926 








duits and cables. 


Bell System securities. 






The first underground wires 


tne telephone was scarcely five years old when 
its sponsors, looking far into the future, essayed 
the first trial of underground telephony. The first 
conversation through an underground cable was 
one-fourth mile in length, in 1881. But it was not 
until twenty years later that the first long distance 
underground cable came into actual use. 

From 1901, however, progress was rapid. Today, overhead 
wires have disappeared in many cities. Of its total of 
50,000,000 miles of wire, inter-connecting its millions of 
telephones, the Bell System has 30,000,000 miles under- 
ground, representing an investment of $524,000,000 in con- 


This nation-wide plant, and its nation-wide service underlie 


The stock of the A.T. &T., parent company of the Bell 
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Laying the first under- 
ground cable at Attle- 
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supply of capital equal to the needs on a 
similar basis with other sections. 


Will Rates Be Lower? 


That rates on real estate securities will 
be materially lower is unlikely. It is re- 
ported that federal land banks will reduce 
interest rates in some of its districts an- 
other half per cent to the borrower to 
compete with the private investors. A\l- 
ready there have been reductions in districts 
where the security is most stable. The 
price of money is exceedingly low the 
world over and the supply of funds for all 
sorts of enterprises is abundant, as witness 
the vast bond issues that have been floated 
during the past year. But the risks and 
income of the user warrant a return that 
will bring out the investor’s savings, and 


the capitalist is always in command of the 
the situation. City construction as repre- 
sented in the real estate mortgage bonds 
is returning a higher rate than the farm 
mortgage today but eventually it will come 
to a common level as the business is more 
fully recognized and the systematic man- 
agement of the issues is better understood. 
In the farm loan the level cannot rise much 
above that of the government’s rate. For 
long-time investment the present is most 
favorable for buying real estate securities 
that are stable and have a fair interest 
return, well above that of savings banks 
or municipal bonds. The average investor 
is not a speculator—he wants a sound, 
stable property that he can lay away and 
collect interest on regularly, and that place 
the real estate security fills. 
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the past week displayed a firm tone 
but accompanied by little activity. 
The industrials made demands for the 
greatest share of attention being led by a 
sensational rise in the stock of Ziely- Proc- 
ess, which brought memory of “Silica 
Gel” and its attendant gyrations. The stock 
doubled its market price in a little less 
than a week with the activity predicated 
on reports that a new refining plant, which 
is understood to have been financed by 
Standard Oil interests, had been completed 
in Bayonne and is said to be operating suc- 
cessfully. The Ziely Process is a process 
for refining oil. It is now being exploited 
by the Standard Development Company, 
controlled by the Standard Oil of New 
Jersey. More complete understanding of 
the business conducted by the company 
and additional data on its recent success 
accounted for the heavy buying. Its iden- 
tification with the Standard Oil Company 
of New Jersey alone was sufficient to at- 
tract more than the ordinary amount of 
attention and speculative consideration. 
However, such temperamental favorites are 
subject to wide swings and those that be- 
come unduly interested are likely to be 
giving encouragement to regrets, as many 
found when profit taking set in toward 
the close of the week. The stock closed 
considerably above last week’s close. 
Publication of the earning statement of 
the Pie Bakeries of America, which showed 
twice the annual dividend requirements on 
the preferred stock earned in the first four 
months of 1926, resulted in a slight advance. 
in the stock of that company. 


McLellan Stores and J. J. Newbury 
were the features of the chain store de- 
partment, being bid up on a small volume 
of sales. The available supply of these 
stocks is small and closely held and usually 
responds quickly to a buying or selling 
movement, 


G tie past we in the counter market in 


Southern Baking was again the center of 
an attack by those who regard the recent 
statement of a government official as a 
warning against big consolidations that 
tend to restrict competition. Baking stocks, 
having been hard hit by previous activities 
of the government in this respect, presented 
a target that speculators naturally could 
not overlook. Values are lost sight of in 
this speculative orgy surrounding the bak- 
ing issues and unless purchases are based 
on values as represented by earnings it is 
well to avoid this group for the present. 


In the public utility department the pre- 
ferred stocks were in best demand and 
buying was of an investment nature. 


The report of the Peninsular Telephone 
Company, showing expansion and improved 
earnings, indicated the cause of the recent 
strength in this issue. 








Net earnings of the Florida Power & 
Light Company, a subsidiary of the Amer- 
ican Power & Light Company, are continu- 
ing to show marked gains over the earn- 
ings during the first part of 1925. Ip 
January the net earnings were 48 per cent 
over January, 1925. Increases over other 
months were reported as follows. Febru- 
ary, 45 per cent; March, 40 per cent; 
April, 64 per cent, and May, 74 per cent, 
Total net earnings for May, $445,131, as 
compared with $255,980 in May, 1925. The 
company operates chiefly in southern Flor- 
ida and has had a very rapid growth in 
the past year due to development in the 
section served, 


On the Curb 


Trading on the Curb was of an irregular 
nature with the oils and utilities in de- 
mand but with small changes in price levels, 

Standard Oil of New York led the 
domestic oils, while Colombian Syndicate 
was the most active of the tropical stocks, 
Since the recent merger of Standard Oil 
of New York and General Petroleum there 
have been two Socony stocks on the tape. 
One represents the old stock and the other 
the shares which were exchanged on a 
two for one basis for the stock of General 
Petroleum. There will now be no dis- 
tinction between the two issues, which have 
commanded practically identical prices for 
some weeks, as only one piece will be given, 


Puget Sound Light & Power common 
moved up slightly in response to better 
earnings in May. This stock, which fell 
from over 60 to a low of 28, pays $4 in 
dividends. A meeting of the directors is 
scheduled for Monday in Boston. The 
question has recently arisen whether or 
not the earnings warrant a continuation of 
the present dividends, and this matter is 
thought to ibe on the list for consideration 
at that time and it is quite possible a re- 
duction will be made. 

De Forest Radio broke into the penny 
share class for the first time. This stock 
declined to 51 cents, later: making a recov- 
ery to around $1. The stock has been 
under pressure for some time, having been 
sold down ‘from 10% early in the year. 
The company has been unable to weather 
the severe competition, Freshman con- 
tinues to hold leadership in this group on 
the Curb and should have a good year in 
1926. 


Ford Motor of Canada, which has been 
easing recently owing to price cuts before 
reacting, sold at the lowest for a number 
of weeks before reacting. 


Ford’s competition in the remainder of 
the year will perhaps be heavier than he 
has ever before experienced, with several 
manufacturers bringing out smaller and 
more economical cars than they have hith- 
erto had in production,. 
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Consolidated Laundries was up above 25 
on reports that a change in the company’s 
fnancial structure, possibly involving as- 
similation of another company, would be 
announced shortly, 


Dividends on the no par common stock 
of the Rand Kardex Bureau have for the 
first time been placed on a cash basis, at 
$3 a share per year. Heretofore only stock 
dividends have been declared. The concern 
declared its first quarterly cash dividend 
of 75c a share on the no par common, pay- 
able July 10 to stockholders of record 
June 25. It also declared a quarterly divi- 
dend of $1.75 a share upon its 7 per cent 
preferred stock, payable July 1 to stock- 
holders of record June 21. Net earnings 
for the six months ended March 31 were 
$1,785,600. The balance, after all deduc- 
tions, including preferred dividends, is 
equal to $3.80 a share on the common 
shares. This statement does not include 
earnings of the Globe Wernicke Company 
of the Safe Cabinet Company which if in- 
cluded would not make the stock appear 
overvalued’ at around $39 a share. The 
financial condition of the company is ex- 
ceptionally strong. 


St ) 


Lisman on Rail Financing 


J. LISMAN, head of F. J. Lisman & 
¢ Co., regarded as an expert in railroad 
financing and banking, takes issue with the 
minority report of the Interstate Commerce 
Commission. In his reply, in part, he says: 
“There is a feeling on the part of some 
members of the I. C. C., and no doubt 
among others, that a few of the leading 
banking houses which are making a com- 
mission. on every transaction entered into 
by the railroad companies with which they 
happen to be affiliated, are making an un- 
fair exaction—not in the interest of the 
public. In effect, they think that this is 
an improper prerequisite for the firms 
in question. 

“During the last four years we have 
had a more or less declining interest rate 
and in consequence a rising tendency ‘in 
bonds. It therefore has seemed many times 
that the bankers should have paid more 
for given issues than they did. However, 
upon investigation of the financial history 
of the last twenty-five years, one discov- 
ers that there have been many financial 
deals which have been more advantageous 
to the railways than to the bankers. A 
number of the now strong companies were 
very weak about twenty years ago and if 
it had not been for the support of the 
affiliated bankers, we might have seen re- 
ceiverships of the Southern, Erie, Balti- 
more & Ohio and Chesapeake & Ohio rail- 
ways. Many times, without the knowledge 
of the public, bankers make temporary 
short-time loans to strong companies pend- 
ing a new security issue or during a pe- 
tiod when it is difficult to interest the 
public in new securities. 


“There is also a phase of relation of the 
banker to the railroad company which has 
no immediate relation to either profit or 
loss, The banker acts in a professional ad- 
visory capacity, the same as a lawyer or 
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physician. He must know when it is ad- 
vantageous for the railroad company to do 
its financing and what type of security to 
issue at any given time. He must plan 
ahead for many years in order to enable 
the roads not‘only to secure capital to the 
best advantage at a particular moment, but 
for many years thereafter. The banker 
also owes a duty to the public; he must see 
that the mortgage securing the bonds or 
the stock certificate contains the necessary 
provisions to protect the investor. 


“The relations between the banker and 
the railroad corporation on one side and 
the investor on the other, frequently re- 
quires the banker to support the issues of 
a railroad company in the market, both for 
the purpose of maintaining the company’s 
credit and the investors’ confidence. If 
these relations, which are the evolution of 
experience, are disturbed or abrogated, 
there is no one of experience interested in 
permanently holding up the credit of the 
railways and the fluctuation in securities 
will become much more violent.” 
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Coolidge On Budget 


Witt characteristic Yankee thrift 
President Coolidge refuses to com- 
mit himself to any promise for a further 
cut in taxes. He does not want to look 
that far ahead. Back in his shrewd mind 
there may be the thought that Congress, 
sensing Uncle Sam’s present financial af- 
fluence, might exercise greater liberality 
with appropriations for which provisions 
will later have to be made. 

On the other hand the President does 
not state unqualifiedly the government’s 
revenues will not permit an additional tax 
cut. He leaves it open, considering it a 
bridge to cross when it is reached, 

If then the conditions permit the Presi- 
dent, in accordance with his established at- 
titude toward taxes, can be expected to 
assume a favorable position. Here is at 
least some hope of lower taxes, which the 
continuation of prosperity alone can turn 
into an actual fact. 
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Call a Sanity Commission 


ONGRESS has been informed by a 

psuedo economist in the employ of 
the textile strikers that the manufacturers 
and mills are gouging the public and starv- 
ing the workers. This informant, W. 
Jett Lauck, demands an investigation. He 
should have one without delay. What 
Congress will learn from such a probe is 
a complete lesson of how the textile in- 
dustry has been harassed by wage demands 
it could not pay without involving itself 
at once in bankruptcy. Instead of it 
gouging any one it has been itself gouged 
until the public is afraid of investing 
money in the trade. After Congress has 
finished its investigation it should appoint 
Lauck as well as other crack-brained agita- 
tors who assume that Congress has the 
God-like faculty of correcting any ill 
arising. 





DIVIDENDS 








Associated Gas and Electric 
Company 





61 Broadway, New York 
Dividend—Class A Stock 


The Board of Directors of Asso- 
ciated Gas and Electric Company has 
declared the quarterly dividend pay- 
able August 2 on its Class A Stock 
to holders of record at the close of 
business June 30, 1926, at the rate of 
2%2% of one share of Class A Stock 
for each share held, or 10% per 
annum. 


At this rate the stock dividend is 
equivalent to about $3.06 cash per 
share per year based on the present 
market price of about $30.00. 


Stockholders may also purchase or 
sell sufficient scrip to make full shares 
at the rate of $1.00 above or below, 
respectively, the sale vrice of Class 
A Stock. 


M. C. O'KEEFFE, Secretary. 

















Preferred Dividend No. 26 


A regular quarterly dividend of 
134% ($1.75 per share) has been de- 
clared upon the preferred capital stock of the 
William Whitman Company, Inc., payable 
July 1, 1926, by the State Street Trust 
Company, Transfer Agents, Boston, Mass., 
to stockholders of record at the close of 
business June 18, 1926. 


= NELSON A. HALLETT, Treasurer, 














THE PACIFIC TELEPHONE AND TELE.~ 
GRAPH COMPANY 

Notice of Dividend on Preferred Stock 

The regular quarterly dividend of One 
Dollar and Fifty Cents ($1.50) per share on 
the Preferred Stock of this Company will be 
paid on Thursday, July 15, 1926, to stock- 
holders of record at the close of business on 
Wednesday, June 30, 1926. 

T. V. HALSEY, Secretary. 
San Francisco, June. 3, 1926. 





THE PACIFIC TELEPHONE AND TELE- 
GRAPH COMPANY 
Notice of Dividend on Common Stock 
A dividend of One Dollar and Seventy-five 
Cents ($1.75) per share on the Common Stock 
of this Company will be paid on Wednesday, 
June 30, 1926, to stockholders of record at the 
close of business on Friday, June 18, 1926. 
T. V. HALSEY, Secretary. 
San Francisco, June 3, 1926. 





UNITED GAS & ELECTRIC CO. 
111 Broadway, New York 

June 17, 1926. 
The Board of Directors have this day de- 
clared the regular semi-annual dividend of 
two and one-half per cent (2%%) on the 
outstanding 5% Preferred stock of the Com- 
pany, payable July 15, 1926, to stockholders 
of record June 30, 1926. Dividend checks will 

be mailed. 
J. A, McKENNA, Secretary. 





HOUSTON GAS AND FUEL COMPANY 

Houston, Texas, June 14, 1926. 
The regular quarterly divicend of one and 
three-quarters per cent (1%%) on the Pre- 
ferred stock of this Company has been declared 
payable June 30, 1926, to stockholders of rec- 
ord June 14, 1926. 
J. A. McKENNA, Secretary. 





OTIS ELEVATOR COMPANY 
26th Street and llth Avenue, N, Y. C. 
June 16, 1926. 
A quarterly dividend of $1.50 per share on 
the Preferred Stock, and a dividend of $1.50 
per share on the Common Stock will be paid 
July 15, 1926, to stockholders of record at 
the close of business on June 30, 1926. Checks 
will be mailed. 
R. H. PEPPER, Treasurer. 
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Weekly Business and Financial Summary 
(Principal features of this page elaborated and interpreted in the “Trend of “Things.” ) 









































Week’s Sales : 
Sales of stocks listed on New York Stock Exchange (in Average Stock Prices 
number of shares), June 22, 1926: Week’s Sales—Thursday, ———— 1926 ———_- 1925. 
2,429,750 shares; Friday, 2,273,612 shares; Saturday, 934,260 June 23 Junei16é June9 June 24 
shares; Monday, 1,885,267 shares; Tuesday, 1,825,506 shares; 22 Meulivoads ©... + des0% 109.86 107.77 107.52 90.84 
Wednesday, 1,673,372 shares. 18 Industrials .......... 127.11 126.93 124.74 118.45 
Thurs- Thurs- 41 Combined ........... 118,12 117.49 115.78 104.64 
High Low . day day a ee 28.78 29.06 28.26 26.02 
-—1925——. NAME of STOCK Last This : 
Week Week in 1 to Date 
297% 158% Amer. Can .......... 7 Bond Dealings, Jan. 
94 87 Am. For. Pr. 7% pt.. 52% 52% 1926. 1925 1924. 
1444 i 91 99 U. S. Gov. bds. $149,162,900 $192,267,110 $508,097,695 
44% 104% Amer. Locomotive .. 
106% 103% Other Dom. bds. 1,096,065,000  1,304,475,375  1,017,686,850 
145 130% Amer. Tel. & Teleg.. gi, ; 23° 962 360 561.500 234776 700 
121% 885 Amer. Tobacco .... 142% 140 Foreign bds. .. 323,952,850 ,061, siiicendicled. 
563% 35 BGRPRRER  ...0<<0050 117% 116% < 
27% 20 emer A ......... 471% 45% Total all bds..$1,569,180,750 $1,857,303,985 $1,760,561,245 
1 140% 116% Atch. Top. & San Fe. 14% 16% ; na 
146 107 ‘Baldwin Loco. ..... 136 1335's Public Utility Stocks 
%4% (11, Baltimore & Ohio «. —. a Bid Asked Bid Asked 
erro de Pasco .... . . Adiron. P. & L. Gen. G. & E, pr. 
7” ae eee Se .. a ed PSR 104 106 GR i eR ae 8% 8% 
7 47% Chic. & N. W. ..... 74 74%, Do 8% pf.....113 117 IL P, & L. 7% 
58% 40% Chic., R. I. e “Pac... 50% 5314 rvs ee ee ee ee ee ne 98% 100 
89% 82 Rock Isl. 6% pf.... 86 £654 Am. Pub. Util. -- 70 80 Int’st. P. 7% pf. 93 96 
97 74% Consolidated Gas ... 96 1 $7 Do prior 7% pf. 86 89 Jersey C. P. & L. 
42% $325 Corn Products ..... 47. 162 Am. St. Sec. “A” 3% 4 aS ae -.- 94 96 
84% 64% Crucible Steel ..... 741, 73. Pn Te” ssa e ss 2 2% Kan. G, & E. 7% 
94% 89% El. Pr. & Lt. 7% pf. 95° 94 ee Pe os cnens 20% 30 ere -+-101 103 
114% 90% Famous Players .... 123% 122 Ark. L. & P. 7% Long Isl. L. 7% 
81% £79 General Electric .... 87 85 eee han ee 98% 100% a oP ae oe a act 109% 
149% 645, General Motors ..... , avk. Cen. P. 7% ouisv. G. & E. 
54% 45% Gen. Outdoor A .... gen = Rainey 102% 105 Lo Talerrtes 23% 24 
82% 60 Great Northern .... 76% 7% Atlan, City El. 6% " wet. ma. . [ pf. ae Bi 
27% 25% Hartman Corp. eoce 26% 26% pf. be epee 98 99 72 Mise. e hs L 1% 
ism +h oo i tga — oear ae ee Be ceteks vee. .101 104 
59% 46% Kennecott Copper .. et ete Do 6%% pf... 91 95 Miss. River P.... 60 70 
46 34 Magma Copper ..... 3R14 2214 Do 7% pf. ... 97% 101% De $% pt. «..+ 86 98 
187% 113% N. Y. Central ...... 13056 132% Birm. El. 7% pf.105% 106% Nat. P. S. pf. A | 
151% 123% Norfolk & Western . 150% 152%, Birm. W. W. 7%.101 102% (7) ..-......-. 924 
78% 58% Northern Pacific .... 731 74. Cent. P. & L. pf. Do par pf. (7).100 105 
83% 59% Pan-Amer. Petrol -4 2 e (eae 97% 98% N. Orl. P. S. 7% 
- a coos 73% 73 “te * 100 101 
90% 70 Pathe Ex. A Ey, ‘ Cent. St. El. 7% DE osc 00-0 0019: 9 0: % 
7 ee 54% 5¢ Beehawkeoy 92 95 No. Car. P. S. pf. 
58% 42%, Pennsylvania R. R... 52% 52% on” Me. PL 7% (7) 89 93 
re ee | ree 28% 275% Se ” \ 9 N N.Y. Util. 
a. oo oe 51% 52 ee aan! a 
102% 67% St. L. & Frisco ..... 94% 96 54 om. *. a ee 9 Okla. G. & E. 7% 
Y r ee ee 97 9 y, 
595% 36% Sears Roebuck ..... 50% 52 Com. Edi. (8) ..139 141 tia aan bea 96 100 
as . a aoe Con. G. & E. onic P.'S. pf. (7) 99 100 
ee eee eee” ett a + ae rer 130 140 Ohio R. E, 7% pf. 99% 100% 
56% 50% Stand. Gas 8% pf. .. 54%4 545% Cons. P. 6% pf. 98 100 Pac. G. & E. pt. 98% 99% 
55 42% Texas Company .... oe 55 Do 6.6% pf....104 106 Penn.-Oh. Ed. 7% 
101% 70 Tobacco Products ... 102 104% Dallas P. & L. 7% “lla eeeirrtyieteny' 95 96 
153% 133% Union Pacific ....... 150% 152 oF... se et ee... ee 
108% 92% U. S. Rub. 8% pf... 106 1057 Dayton i | Do 7% pf. .... 98 100 
139% 112% U. S. Steel ........ 139 138 i en ae 99% 101 bo 6%. ef. .... % 77 
73% 55% Wabash A pf. ..... 75% 75% E. St. P. Cp.... 14 17 Pug. S. P. & L. 
Westinghouse Mfg. .. 70 69 Elec. Inv. 6% pf. 90% 92% 4% ..--...se0- 30 33- 

















































: Ratio of Reserves 
Foreign Exchange Car Loadings With all percentages computed on 
tt: z= Loading of revenue freight for the the basis introduced by the Reserve 
June 22 Year Ago week ended June 12 totaled 1,061,214 Board on March 13, 1921, the high- 
1926 pate est and lowest reserve percentages of 
Sterling ........ $4.86 r% $4.85 %4 ong ; the Federal Reserve system compare 
D. BROOME scsccce 2.86 4.62 This was an increase of 114,250 cars as follows: High Low 
BS ks che ce eam 3.61% 3.71% over the preceding week. Compared SOP 4s vabe 76.0 June 23 70.2 Jan. 6 
Belgian Fr. .... 2.85% 4.60 with the corresponding week last Te 78.8 Jan. 21 66.1 Dec. 23 
Holland 40.15 40 06 OE. necend 83.7 Jan, 21 70.5 Dec. 24 
wcgiiess dep tek ‘ 25 14.125 year, the total for the week of June ep 78.2 July 25 71.2 Jan. 6 
aie gaily coogi <p 12 was an increase of 70,341 cars, R088 ... 005 36.1 Aug. 9 71.1 Jan. 3 
sssnathe Rasen: 23.81 23,81 and an increase of 157,622 above SUES. sesces 76.1 Deo, 17 46.4 Jan. 7 
Norway ........ 22.08 17.23 the corresponding week in 1924. Fa gy in 0 gy oO gy 
a te eeeee ees pe eae 1926. 1925. 1924. follows: 
BCE .x550 50% 26.8: 26. = High Low 
i Bie 0,2 ,80 09,983 
Switzerland .... 19.35% 19.41 SP a8 +> Eee emeer See 1926 ...... 88.2 Apr. 21 75.1 Feb. 24 
ME gies bee wne 15,80 11.12 June 5.... 945,954 994,874 910,793 1925 ......85.5 July 29 69.6 Feb. 25 
PE! cc csowce 12.04 11.37 May 29....1,081,164 920,514 820,551 re 91.5 May 21 70.8 Oct. 10 
Candian Dollar.100.156 100.03 May 22....1,039,385 987,306 827,224 1923 ......87.6 Jan. 25 75.0 Jan. 3 
rea Saal : E witned 89.6 Jan. 25 79.3 Jan. 4 
May 15....1,030,162 984,916 913.201 1921 84.1 Sep. 21 85.6 Feb. 4 






















Crude Oil Production Money Rates Commodity Prices 
Daily Average June 23 June 24 
(Figures in barrels) Pa ONS eke ins cess 4%% . 1926. 1925. 
1926 1925 oe Oh 41% % Wheat, No. 2 red ..$1.73% $1.99 


June 19 June 20 Corn, new, No. 2 yel. .85% 1.22% 





Commercial Paper ......... % 






















Oklahoma  ..:....% 458,900 451,700 4 Rye, No. 2 white ... 1.03% 1.17% 
KANSAS <2: 002+ 107,750 103,750 Rediscount Rate ........... 3% % Oats, No. 2 white .. .51 59% 
— 2 ar 133,500 88,900 Bankers Acceptances ...... 31%4% Sa “—e™ “ pts.8.40@8. = *e 
>. Cent. Texas... 51,750 113,309 : Coffee oO BIO sas 21% 
W. Cent. Texas ... 82,200 96.600 POE RT, OE os ones ns sone Sugar, granulated .. .0570 0570 
Southwest Texas . 38,300 49,600 Bar Silver, New York ...... 65 %c fron 2K. PAilia........< 23.50 23.00 
No. Louisiana ... 59,250 51,250 Steel billets, Pitts....35.00 35.00 
AZEGDBAB 2. cccwss 165,200 302,250 Oe ee rr eee 8.25 8.30 
CP eS 86,150 104,350 London Market Copper .......eesee0- 13.85 13.50 
Haster® 8 ....svses 106,500 104,500 Money in London at 3% per cent; Zinc, E. St. L, del... 7.15 6.97% 
Wyoming ........ 71,950 79,600 short bills at 45 per cent; three NL schab aie-s 6 Wes 4 56 we Row 62.25 56.50 
Montane § «.:n0<ss% 28,000 12,200 months’ bills at 44%4@4,5 per cent, Cotton, mid. upland .18.35 24.20 
re 8,250 1,450 Gold bullion at 84s 10%d. Bar eel e r -05 06% 
New Mexico ..... 4,400 2,500 gold amounting to £27,000 was with- Silk, best No, 1 to ext. 6.18 6.29 
California ....... 609,500 635,500 drawn for shipment to India and £65,- Rubber, Spot ..isccvre -44% 85% 

000 to Spain. Hides, nat. steers .... .13 14% 

pues Meike 2,011,600 2,197,450 TONNES. Sivwe wale Wines 
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DIVIDENDS DECLARED 

























Bklyn- Man. 
D 


MU cossctutaavasssnsviancacned f 
Do stamped ctfs ............ $1.25 @Q 
Bury. & E. BR. Nat. B. ........ 3% Q 
Can. Dry Ginger Ale Q 
Cerro de Pasco ....... Q 
Cent. Aguirre Sugar ; Q 
Chic Pneumatic Tool ........ $1.25 : 
Q 

Q 

M 





OR DR BS ereerseeseresen are 75¢ 
Cinn. Gas & Elec. ................ $1.25 
Cinn, Steet Ry. 
Cities Service ....0.---.---- 


_ Do . cscs 





BOD Ns. sciesusaznsdpinuctoinesicarsh’ $1.50 @Q 
Seutinentel Ins. 
Cons. Mining & Sm. ............ 75c SA 

TD. cccicccctenteanbiohiacnktiainancaiacse 3 E 


See $1.75 
Do 6% pf. .. 
Do 6% pf. 
Do 6% pf. 
Do 6.6% 
Do 6.6% 
Do 6.6% 
Crucible Steel 


Dixon (J.) Crucible Co. -....... 2 Q 
Eaton Axle QQ Spring............ 50c Q 
El hag mes, of. A x... $1.75 @ 


na *, Phoenix Ins. 








General Fireproofing ssa Q 
_ ERS a 70c Ex 
_ Sap Reneetie cestnen anise $1.75 

Gotham Silk H Ist pf. ........ 1% @ 
Sas Sage eee 14 Q 

Metin FP Ge mevennesececse<c b2iee 

Hollinger Cons. Gold Min... -10e FW. 

BES EEE : @ 

—— Shoe .. Q 

Ns. sscassaninshonsicors M 

Lehigh Valley Coal ani 

Lion Oil Ref. nite 50e Q 

lord & Tyler B26. qn-....6...5,-< 2 Q 


louisy. & Nash. R. RB. 
Do 





aa: 
Se 
- 
x 
“ 








Memphis P. & Lt. pf. ........ $1 Q 
| eS roe 1% 
ee i ee een 75e Q 
Nat. Fireproofing pf. ............1% 
National Casket pf. ............ $1.75 
ee eS Aero $2 SA 
Se ee OO eee a 
PAMNRRE DINE. caccccinnesecensanesessd 3. 
Norfolk & West Ry ............ $1.75 

_ a Rees deaviniceere Q 
Ohio Fuel Corp.. 50c Q 
Pa.-Ohio Sec. 6% pf. ...-.... $1.50 







ig er 259 @ 

Pub. Service of N. J. 
Do 6%: pr. 
Do 7% pf. 
WO, te Ge cette ee 

Rep. Ry. & L. 6% pf. ........ $1.50 

Royal Typewriter we 
a Seeeraeeres: 

ee — eee 

Southern Dairies A. 

S. Ind. G.:& E. 7% pf. ....$1.75 Q 
Do 6%: pf. 
Do 6%. pf. 











Standard Serew ... oe ; Q 
DS sekeienites cece 0 SA 
8. C. Edison orig pf. Q 
Do pf. é Q 
Je ee —Q 
le Ag eee Q 
United Gas & E. pf. SA 
U. 8. ee Alcohol pf. “, 38. Q. 
Un. Verde Ext. Min. Q 
Vick Chemical.” Rape anis Q 
Vivaudou (V.) Ine. Q 
Wabash Ry pf. A Q 
Washington! Oil ...........-.- In 


West. Air Brake 








Q 

- ..... ae _Ex_ 
Wrigley (Wim) IP.  ......-c---.00- 25¢c M 
= 25¢ M 
Do 25¢ M 








Pe- Pay- 

Company Rate riod able 
Abraham & Straus pf. ........ 1% Q@ Au. 1 
Alabama Power pf. 1.75 Q Juy 1 
Alb. ” W. Paper- .... 5 In June 30 
SSE SE SS ae $1. 75 In June 30 
Am. sad & Mtge. pf. Q July 1 
American Ice  ....-....-+++- Q July 26 
Be BRS eciervececabevenensoncecrneanen 1% Q July 26 
Am. Roll. Mill pf. Q Juy 1 
Am, Shipbuilding Q@ Aug. 2 
DO Dh. |: ccccoessceccee Q Aug. 2 
Anaconda Copper > Q Aug. 23 
Ark. Cent. Power pf. . Q July 1 
Atlas Powder pf. ....... Q Aug. 2 
. Balaban & Katz M Aug. 2 
Do M Sep. 1 
SE, Ee 25¢ M Oct. 1 
Do pf. -- % Q Juy 1 
Barnet Leather pf. ....--.---..----+ 1% Q July 1 
Bayuk Cigars 1st pf. .. ‘ 4 Q@ July 15 
Do criv 2d pf. Q July 15 
Do conv 2d pf. Q 15 
Do 8% 2d pf. Q 15 
Biics (EB. W.) Go. ........... » Q 1 
i Se? apekeeaee Q £ 
a a a ee -15¢ Q 1 
Brooklyn Trust ............-:------eeeeees Q 1 
Do é ns 
Tran. y 15 


y 15 

a eo 

5 a 

. 15 
July 10 
June 30 
July 15 
Aug. 1 
July 1 
July 26 
July 1 
July 1 
July 1 
Aug. 1 
Aug. 1 
Aug. 1 
Aug. 1 
Aug. 2 
Aug. 2 
July 10 
1 

1 

1 

2 

1 

1 

2 

1 

2 

31 
June 30 
Aug. 1 
July 15 
July 15 
July 10 
July 1 
July 1 
July 1 
Aug. 2 
Aug. 2 
Aug. 1 
July 15 
July 1 
July 1 
Aug. 2 
July 27 
Aug. 1 
Aug. 10 
Aug. 10 
July 1 
Aug. 2 
July 15 
July 18 
June 30 
July 1 
July 15 
July 20 
Sep. 18 
Aug. 19 
July 15 
July 15 
1 


July 1 
July 1 
July 1 
July 1 
July 1 
July 15 
July 15 
July 10 
July 1 
July 15 
July 15 
Aug. 2 
Aug. 1 
July 15 
Aug. 25 
June 21 
July 31 
July 31 
Aug. 2 
Sep. 1 
Oct. 1 


Hidrs. of 
Record 
July 15 
June 19 
June 2s 
June 2s 
June 30 
July 9 
July 9 
June 18 
July 15 
July 15 
July 17 
June 21 
July 20 
July 20 
Aug. 20 
Sep. 20 
June 19 
June 30 
June 30 
June 30 
June 30 
June 30 
June 22 
June 22 
June 22 
June 24 
June 24 
July 1 
July 1 
Oct. J 
*Dec. 31 
*Apr. 1 
June 30 
June 26 
July 1 
July 15 
June 25 
July 15 
June 19 
June 14 
June 25 
July 15 
July 15 
July 15 
July 15 
July 14 
July 14 
June 30 
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June 3 

June 30 
July 21 
sep. 3 
Sep. 3 
sep. 3 
Sep. 3 
June 30 
June 16 
June 17 
June 30 
July 15 
June 24 
June 24 
June 2 

June 17 
June 17 
June 20 
June 30 
June 26 
June 20 
June 30 
June 30 
July 6 
July 15 
July 1 
July 25 
June 16 
June 30 
June 30 
July 20 
Aug. 20 
Sep. 20 














To Keep You Informed 


VERY week we list in this column instructive booklets, circulars, 
periodicals and special letters pertaining to investment and other 


timely subjects which we believe are of interest and benefit to our 
subscribers. 


Upon request and without obligation, any of these listed below will 
be sent free, direct from the houses by whom issued. 


Kindly send request to CuRRENT LITERATURE DEPARTMENT, 


THE FINANCIAL WorD, 53 Park Place, New York, N. Y. 


“Power and Light”—This is the title of a booklet recently published by 
one of the oldest investment firms in the United States. It covers 
a number of points on public utility financing and describes some 
of the larger companies in this country. 

Concentrated Real Estate Activity—A firm having jorty-iour years’ 
experience in real estate activities in New York, has prepared a 
series of booklets on First Mortgage Real Estate bonds which lay 
special stress as to their appeal to investors tor stability of yield 
and investment. 

What Every Security Holder Should Have—A New York Stock Ex- 
change house has issued a “Customer’s Securities Record Book’ 
which is well worth sending for. 

“Shares in America’—A booklet of 20 pages well written and explain- 
ing in an understandable manner the method of obtaining a wide 
diversity of investment holdings in 24 standard dividend-paying rail- 
roads, public utilities, industrials and standard oil stocks. 

“Ten-Minute Attention’—A New York Stock Exchange tirm issues a 
weekly which contains a condensed, but inclusive, summary ot 
important events of the week atfiecting the financial and commer- 
cial world. busy people will appreciate this efficient way of keep- 
ing posted with expenditure ot very little valuable time. 

The Formula for Wealth—JThis booklet contains 12 pages of sound 
advice and 1s well worth reading. It illustrates in a plain and un- 
derstandable way how wealth and independence can be attained by 
tollowmg Jim korbes’ plan, 

Standard Oil Issues—A house specializing in Standard Oil Securities 
issues a weekly summary pertaining to available information on 
these and other miscellaneous oil securities and will gladly mail a 
copy on request. 

Established Investment from Every Angle—An analysis of an estab- 
lished public utility property has been prepared by one of the old- 
est banking houses which shows earnings and dividend records for 
over forty years, as well as pertinent facts and reasons for being a 
premier investment. 

A Permanent Investment Policy—At times when investments in gen- 
eral sell at favorable prices it is only necessary to know what to 
buy. In other periods the soundest securities sell far too high for 
conservative investment. This booklet, “A Permanent Investment 
Policy” explains a plan of what to buy and when. 

“Guiding the Bond Buyer”’—How you should think of bonds. 
are bonds: Unsecured and secured obligations. 
Water company bonds. Public utility bonds discussed as invest- 
ments. And other topics of interest to the investor are covered 
in the above book. A limited number of copies are available and 
will be supplied to investors applying on their own letterheads. 

What Bonds Should You Buy?—One of New York’s largest trust com- 
panies has recently issued an Investment Memorandum, outlining 
a plan which will enable them intelligently to suggest from hun- 
dreds of investments those bonds offering distinct advantages to 
you. 

For Dealers in Unlisted Public Utility and Industrial Bonds—A_ 20- 
page booklet, just off the press, listing approximately 2,000 issues 
with latest quotations: also weekly quotation sheets. 

“How to Select Safe Bonds’—How to make eight tests that prove the 
safety of every investment is told in a booklet as above titled. 
Florida Real Estate Bonds—One of the progressive companies of the 
South has issued an interesting booklet describing the opportuni- 
ties for investment and the reasons why the maximum rate of in- 

terest is still obtainabie. 

“A Science in Dollars’—This is the title of a booklet published by a 
prominent service as a guide to investing profitably in listed stocks. 

“For Income Builders’—This booklet describes a practical Partial 
Payment Plan, whereby sound securities may be purchased through 
monthly payments of as little as $10. Shows how permanent, inde- 
pendent income may be built through the systematic investing of 
small sums set aside from current earnings. 

Trading Methods—A 24-page booklet issued by a New York Stock 
Exchange house containing a brief explanation of the many differ- 
ent operations pertaining to stock market trading. 


What 
Municipal bonds. 





























Reaching the Investor 


"THE problem of every advertiser is how to 
reach the buyer. The financial advertiser 
has but a small number of possible customers to 
appeal to, but there the Law of Compensation 
enters for his transactions run into very large 
figures. The fact that his appeal is circumscribed 
gives him an economic advantage in his choice 
of publications to advertise in. 

We are advertisers ourselves, and we know 
from experience that for the financial advertiser 
as distinguished from the general advertiser there 
are not more than six dailies and four magazines 
in the whole United States that will stand steady 
profitable advertising. That is easily understood 
when you consider there are only 5 million pos- 
sible customers for securities of all kinds. Say 
that a third are negligible, and you have about 
3% million active. In every 100,000 of news- 
paper or magazine circulation there are, then, 
only an average of 3,500 possible customers for 
a financial house—but you pay for the other 96,- 
500 that are of little value to you. That is why 
such advertising seldom pays. 


Every such publication would have to have 
over 500,000 circulation, costing you about $1.00 
an agate line, to equal The Financial World’s at 50 
cents a line. 

Every reader of The Financial World is a stock 
and bond buyer, and he buys for investment. 
Every reader is a possible customer of yours. 

Are you advertising in The Financial World? 
Its readers are loyal to its interests. They know 
it is trustworthy if they see it in The Financial 
World, whether it be text or advertising. 

Send word and our Advertising Manager will call 
with further facts. 


Advertising Department 


THE FINANCIAL WORLD 


53 Park Place New York 












































